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They are contributing heavily to the cost of doing 
20-21, 1947 business. Office managers report increased ex- 
penses of 90 to 100 per cent over a few years ago. 
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This AMA conference is calculated to provide 
HOTEL ideas for attacking the cost problem in individual 
offices. It will take the problem apart—concen- 
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trate on procedures and methods—on the deter- | OFFI 
° mination of staff requirements—on setting work 
NEW YORK standards—on incentives—on work simplification } ),5., 


—and, finally and perhaps most important, on | 
employee morale. | 


To non-members who read this announcement, 
AMA regrets to say that the Conference will be 
restricted to members of the Association. The § PROP 
decision to follow this policy in connection with 
all future AMA conferences was reached recently 
in view of the fact that many of the Association’s 
conferences have been overcrowded by the attend- 1 
ance of non-members. 
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GENERAL MANAGEME 


Worth Watching 


they absorb, say, 60 per cent of the 
consumer’s dollar, correspondingly less 
will be left over to buy manufactured 


Economic Signals 


HAT has happened to our much- 
prophesied recession? While all 
business and economic forecasts of six 
months ago warned us of a good stiff 
shake-out in the last quarters of this 
year, today the outlook seems far more 
reassuring. Business leaders and econ- 
omists are now pushing the date for the 
onset of the slump back into 1948, and 
the pessimistic mood of a few months 
ago is being slowly replaced by a cau- 
tious optimism. Only a few observers 
still expect a painful readjustment to 
take place within the fairly near future. 
It would seem like the most ungrate- 
ful of attitudes to go about looking for 
trouble in a picture which is unexpec- 
tedly good. Yet a study of the facts 
brings to light certain economic danger 
spots which, if they do not actually 
promise a business reversal, at least 
should give us cause to stop and con- 
sider. Poised like a sword of Damocles 
over our heads, these economic develop- 
ments look as if they might become the 
precipitating factors in causing a reces- 
sion to occur late this fall or this winter. 
Food and rent together have, over 
the past 20 years, taken about 50 per 
cent of the nation’s consumption expen- 
ditures. Now they threaten to absorb 
still more. We are faced with a rapidly 
rising level of rents, as landlords, freed 
from rent control, try to get “theirs.” 
In addition, a potential shortage of 
cereals and other foods, partly brought 
about by bad weather and partly by our 
moral commitments to feed a hungry 
Europe, bids fair to raise still further 
the prices of basic foodstuffs. 
If food and rent contirtue to rise until 


products. If consumers’ incomes rose 
also, this danger might be obviated, for 
40 per cent of a large income will buy 
more clothes than 50 per cent of a small 
income. But operating as we are at full 
capacity, any rise in wages and salaries 
will translate itself largely into higher 
prices which would nullify income 
increases in terms of real consumption. 

The sopping up of expenditure into 
food and rental channels presents a real 
danger to the continuance of our boom. 
The consumer will not be getting more 
for his dollar ; neither farmers nor land- 
lords can increase their output today. 
Manufactured goods will have to scrab- 
ble for a smaller share of the expendi- 
ture dollar. Unless there are consider- 
able price cuts, goods are bound to back 
up on the shelves. And it is no easy 
matter to make price cuts when wages 
are high, and when union leaders, 
pointing at food and rent costs, contend 
they should be still higher. 

It will not be until the winter that we 
see whether our late corn crop will 
suffice to squeak us by or whether we 
shall feel a real pinch in supplies. Al- 
ready, however, distant crop deliveries 
are selling over spot prices of last year. 
Barring an unforeseen decline, both food 
and rent look like they will go higher, 
to the detriment of consumer spending 
in other channels. 

At the moment, the United States 
is selling at a rate of nearly 20 billion 
dollars yearly in foreign markets. Of 
this, about 10 to 12 billion dollars are be- 
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' ing financed by loans, gold, credits, and 


relief instead of by two-way import- 
export swapping. Neither does there 
seem any real possibility of raising our 
imports to pay for a substantially larger 
portion of our exports; both foreign 
conditions of supply and our own tariff 
structure militate against that. 

Two alternatives lie before us. One 
is to scale down our exports to a rate 
at which they can be financed by our 
imports. This would mean cutting our 
exports nearly in half. The other is to 
extend tremendous long-term credits 
and relief to foreign buyers. While this 
will sustain our export volume, it will 
mean an increased tax burden on the 
American public. Furthermore, it is a 
difficult political course to pursue. 

While some foreign aid is a surety 
under the Marshall plan, we cannot yet 
tell if it will be enough to sustain the 
enormous volume of export sales which 
helps to maintain our current ‘prosper- 
ity. Do not forget that the drying up 
of export demand will transfer more 
goods to our own counters and saturate 
all the more quickly our own pent-up 
demand. 

We can hope that the World Bank 
and the International Monetary Fund 
will be able, to some degree, to alleviate 
the dollar shortage and thus allow for- 
eign buying of United States goods to 
continue. We can hope that the Geneva 
Trade Conference will lead to an Inter- 
national Trade Organization which will 
facilitate the movement of goods across 
national barriers. But neither of these 
hopes can be counted on to maintain 
our exports. Even lending will not 
maintain them forever, because as 
Europe recovers its stride, naturally its 
demand for United States products 
must diminish. 

This impending end of the export 
boom is an economic danger spot which 
no business man, in assessing the 
future, can ignore. 
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‘The famous Federal Reserve study 
of liquid assets revealed for the first 
time the actual distribution and extent 
of the wartime savings of the public. 
In its second sampling of consumer at- 
titudes toward spending and saving, 
just published in the Federal Reserve 
Bulletin, are some thought-provoking 
analyses of consumer activities. 

On the basis of the representative 
sample polled for the survey, consumers 
intend to do less durable-goods buying 
in 1947 than in 1946. A year ago, when 
asked their intentions, consumers indi- 
cated they would purchase between 7.5 
and 9.3 billion dollars’ worth of hous- 
ing. Actually, they bought only 6.5 
billion dollars’ worth, which reflected 
the shortage of available homes rather 
than a change in plans. This year, 
however, the range of estimated expen- 
diture is from 5.0 to 7.5 billion dollars. 
Notice that the whole range of antici- 
pated spendings has shifted radically 
downward. 

The same is true for other selected 
durable goods. Whereas in 1946 con- 
sumers indicated they would probably 
buy between 25.7 and 31.3 billion dol- 
lars’ worth (and actually bought 28.3 
billion dollars’ worth), this year they 
expect to buy from 18.1 to 23.8 billion 
dollars’ worth. The highest anticipated 
total for 1947 is nearly 2 billion dollars 
less than the lowest anticipated total for 
1946. 

How much of this downward shift in 
demand is due to high prices and how 
much to the gradual saturation of war- 
time demands is an unanswerable ques- 
tion. But the point is academic. Prices 
are high and demand is being filled. 
Only in automobiles do projected con- 
sumer spendings for this year exceed 
last year’s. On the face of it, the sur- 
vey strongly indicates a tempering of 
demand for consumer durable goods, 

By Ropert L. HEILBRONER. Ameri- 
can Business, August, 1947, p. 10:3. 
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Color Punches the Time. Clock 


IRLS in a carefully air-conditioned 
Midwestern factory complained of 
feeling cold, though the temperature 
was kept at a steady 72°. When the 
blue-green walls were repainted a warm 
coral color, however, their complaints 
ceased promptly. In another plant, 
workers lifting black metal boxes filled 
with rough-cut brier pipes complained 
that they strained their backs. One 
weekend the foreman had all the boxes 
painted a pale green. On Monday sev- 
eral men said to the boss: “Say, these 
new lightweight boxes make a real dif- 
ference.” 

Such evidences of the deceptive and 
persuasive powers of color are not new 
to science. The average person will 
underestimate the temperature of a blue 
room and overestimate the temperature 
of a red room, and will judge dark- 
colored objects to be heavier and light- 
colored objects lighter than they really 
are. In the last 10 years, with the 
growth of a new profession called color 
engineering, these and other color phe- 
nomena have been put to practical work 
on a broad scale. 

The idea that colors on the red side 
of the spectrum are warm and stimulat- 
ing, while those at the opposite blue- 
green end are cool and relaxing, is ac- 
cepted as a rule-of-thumb by all color 
practitioners. In a chain of restau- 
rants, waiting lines formed outside 
telephone booths. When each booth 
interior was painted bright red, conver- 
sations speeded up so that the signs 
asking users to be brief were removed. 

Another group of restaurants in New 
York adopted their striking red-and- 
yellow color scheme on the advice of a 
color consultant. Originally a chaste 
gray-green, the restaurants were popu- 
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lar, but patrons were inclined to linger 
and the turnover wasn’t fast enough to 
suit the management. When the decor- 
ating was changed to stimulating colors, 
traffic speeded up and business _in- 
creased. 

Tests have established that red seems 
to have the edge in any selling job 
where a snap decision is involved. A 
leading color engineer was asked by a 
large oil company to try to improve the 
color scheme of its filling stations. Ex- 
perimenting with a Brooklyn station, he 
used green and white everywhere ex- 
cept on the premium gasoline pump, 
which he painted a brilliant red: Sales 
for the redecorated station as a whole 
promptly went up 15 per cent—and the 
premium gasoline pump sold 50 per 
cent more than formerly. 

Though most animals, including 
bulls, are color-blind, color has its 
effects on certain insects. Blue appears 
to be repugnant to flies. Recently a 
Chicago cheese manufacturer painted a 
large factory window blue, to screen out 
the ultraviolet rays. It was discovered 
that flies no longer congregated outside 
this window, though they were as thick 
as ever around other windows. Mos- 
quitoes, however, seem to like blue. 
During the war the Navy withdrew 
blue shirts from men working at shore 


installations in malarial districts and. 


substituted white, after tests showed 
that the incidence of mosquito bites was 
considerably higher among men wear- 
ing blue. Mosquitoes and other night- 
flying insects are also repelled by a new 
deep-orange electric light bulb for out- 
door illumination. 

Ship owners stand to save millions 
of dollars because of the discovery that 
barnacles, the marine organisms that 
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foul ships by attaching themselves to 
hulls, are color-conscious. Experiments 
by the Scripps Institution of Ocean- 
ography show that barnacles are partic- 
ularly fond of the dark colors custom- 
arily used on ship bottoms, and settle 
in far fewer numbers on a surface 
painted light green or white—a simple 
way to decrease American shipping’s 
$100,000,000 annual “barnacle bill.” 

Wartime experience developed a 
complete color program for industry, 
with results so impressive that hun- 
dreds of factories are taking it up. 
Here the purpose is not merely to stim- 
ulate or soothe the worker, but increase 
visibility by means of color contrast 
and more profitable use of illumination. 
Factory managers report production in- 
creases of 15 to 30 per cent, which they 
attribute solely to the scientific selection 
of the proper colors in routine factory 
painting. 

The typical steel-working plant has 


. the bodies of machines painted a light 
“horizon” gray, while working areas 


are a cream color, to make the steel 
being worked on stand out in three- 
dimensional contrast. The ceiling is 
white, and the walls and supporting 
columns, up to a height of about eight 
feet, are a soft gray-green. The floor 
may be a light buff or gray. Fire- 
fighting equipment is painted red ; first- 
aid boxes, green. © Hazards—low 
beams, edges of platforms and pits, 
crane hooks and lift trucks—are yellow 
striped with black; switch boxes and 
levers, blue. 

The over-all effect of this industrial 
color scheme, fathered by color en- 
gineer Faber Birren, is harmonious and 
pleasing. But it has nothing to do with 
aesthetics, is strictly functional. Data 
show that with this use of color it is 
possible to recover light otherwise 
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wasted and increase the actual illumina- 
tion 100 per cent without changing the 
lighting equipment or increasing the 
wattage. The Cambridge Instrument 
Co., of Ossining, N. Y., says that as a 
result of color-conditioning it experi- 
enced immediate gains of 15 per cent in 
production and 40 per cent in accuracy 
—along with a 60 per cent decrease in 
absenteeism. And workers take more 
pride in caring for equipment. 

A large Detroit firm reported that in 
60 days it has saved, through recovery 
of small parts formerly dropped and 
swept away, enough to pay for the 
painting. 

Accident rates in newly color-condi- 
tioned plants usually take a sharp drop 
and stay down. Typical drops reported 
range from 20 per cent (Tulsa Boiler 
& Machinery Co.) to 40 per cent (Bliss 
& Laughlin, Inc., Buffalo). Frequently 
eyestrain, which can create dangerous 
fatigue and nervous tension, is the re- 
sult of constant, involuntary adjustment 
of the eye muscles caused by wrong 
color contrast, or distracting, glaring 
horizon colors, even where there is 
sufficient light. 


In the inspection room of a North 
Carolina textile mill, girl operators scan 
blue denim hour after hour, as it moves 
rapidly under their eyes. Thinking to 
provide the maximum light, the oper- 
ators of the mill had painted the walls 
of the room white. But when the girls 
looked up momentarily from the blue 
cloth to the white wall for a rest, a 
peach color swam before their eyes. 

This is thé visual phenomenon called 
“after-image.” The human eye, over- 
stimulated by one color, registers the 
opposite or complementary color as a 
means of readjustment. When the girls 
looked back at the work, it took them 
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several seconds to regain normal vision. 
A color engineer greatly increased the 
time the girls could work effectively and 
without strain at this job by providing 





of its plant white each spring with a 
short-lived water emulsion paint, lower- 
ing plant temperatures through the hot- 
test part of the summer by several 








what their eyes demanded: peach- degrees. By the time cold weather 
colored walls. comes, the white paint has weathered ce 
Color engineering performs some of off and the plant gets the full benefit of the 
its most powerful functions not with the heat-absorbing black roof. And the tal 
bright hues, however, but with pure heating engineers have found that a an 
black and white. Here the effect is five-coil steam radiator painted white po 
strictly physical, based on the fact that will produce as much heat as six coils . 
black absorbs heat and white repels it. painted a dark or metallic color. ai 
The Beech-Nut Packing Co., at Cana- By Lioyp StourFer. Popular sp 
joharie, N. Y., paints the black tar roof Science, June, 1947, p. 124:6. ed 
fin 
ref 
What Management Expects for the Rest of '47 a 
HE recession of 1947, if it materializes, will certainly be the best-publ'cized me 
business setback in history. It will also be the best expected. At the beginning 
of the summer, when Fortune conducted a broad survey of management opinion, we 
about two-thirds of all U. S. business executives expected a mild slump by the end sot 
of the year. They did not expect it to be serious. Most business men thought the tra 
Federal Reserve Index of Industrial Production would be off between 5 and 15 per 
cent by the end of the year as compared with January (it was 188 then and 239 us¢ 
at the wartime peak), but few foresaw a catastrophic decrease in output or grave prc 
increase in unemployment. For both business and labor there would be compensa- ma 
tions. Though most business men expected living costs to fall, almost none foresaw 
lower wages. What with high wages, lower living costs, and an easier labor supply, Cap 
few strikes were expected. j 
Moreover, pessimism on the general outlook goes hand in hand with optimism “iy 
on the future of the executives’ own businesses. A majority of manufacturers, Iza 
transport, utility, and construction men expect their gross sales to be as high in the no 
second half of the year as in the first, or higher—which is very high indeed. Retail- son 
ers and wholesalers are not quite so happy but neither are they profoundly gloomy. 
In ‘view of the fat earnings of the first half, it is hardly surprising that a majority— for 
though a may narrow majority—expect profits to be lower in the second half of the tw 
year. This decrease will be mostly the result of higher costs, coupled with whatever 
shrinkage in volume may occur. Almost no one is expecting his labor costs to fall, Opt 
only a minority count on lower materials costs, and, apart from retailers, whole- pla 
salers, and soft-goods manufacturers, few business men expect to reduce their pre 
er Fortune 8/47 goc 
for: 
hov 
dus 
Employees Get 75%, of Savings - 
01 
STIMATING that it now costs $54 ($40 in 1940) to install heating ducts in the anc 
average six-room house, 22 Detroit firms represented by the Air Conditioning ful 
Institute have agreed on an incentive plan with the Sheet Metal Workers Union, 
AFL. Employees are guaranteed $2.02% per hour, plus 75 per cent of the savings the 
realized, if they do the installation work at less than the $54 estimate. It is I 
estimated that an efficient worker may add as much as $15 to his weekly pay under 
the plan. At the same time, the buyer is assured of no extra costs. sch 
—Employee Benefit Plan Review, Mid-Year Issue 1947 tua! 
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How to Make Crystal-Gazing Pay Off 


N A business atmosphere plagued 
with instability and clouded with un- 
certainty, many a harassed executive 
these days has decided that it would 
take a magician to make his purchases 
and production come out even with 
potential sales. 

To date, no one has actually hired 
a magician. But several staid and re- 
spectable companies are employing an 
educated variety of crystal-gazing to 
find their way around in a market that 
refuses to return to “normal.” 

Actually, there’s little hocus-pocus 
about down-to-earth forecasting. It’s 
nothing more nor less than the develop- 
ment of a careful estimate of future 
volume of business—based on economic 
sources, scientific market research, and 
trained judgment. Second step is to 
use this forecast as a basis for detailed 
production planning, purchasing of 
materials, manpower budgeting, and 
capital improvements. 

Establishment of a forecasting organ- 
ization requires no capital expansion, 
no new machinery, and little extra per- 
sonnel. It’s simple and cheap enough 
for small companies to use. A year or 
two will start it. Some intra-company 
opposition from people to whom future 
planning is an immediate nuisance will 
probably be met. Any company has 
good precedents in making modern 
forecasting a part of its operations, 
however. Firms that put faith in in- 
dustrial fortune-telling have no time for 
nonsense. Companies like Armstrong 
Cork, Eastman Kodak, Johns- Manville, 
and Westinghouse Electric are success- 
ful pioneers in planning operations on 
the basis of scientific forecasts. 

Despite minor variations, forecasting 
schemes of all these companies are vir- 
tually the same. They all start out with 
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a quarterly, annual, and long-range 
analysis of general economic conditions. 
They use this as a basis for detailed 
product-by-product, month-by-month 
sales predictions that have been backed 
up by first-hand market research. The 
sales forecasts are further translated 
into production schedules, and material 
and personnel requirements. Final step 
is a matching of the forecasts with ac- 
tual sales and production results, giving 
management at all levels an accurate 
check on operations and a basis for in- 
telligent control. 

The system adopted by the Pennsyl- 
vania Salt Manufacturing Company a 
year ago is a good example for detailed 
examination. It was set up after 
careful study of older systems and 
incorporates all their best features. 

Responsibility for the economic fore- 
casts rests with the market research de- 
partment. A quarterly report is issued, 
divided into three sections. The first 
section deals with the general business 


‘outlook, measured in terms of gross 


national product, industrial production, 
and prices. The second is an analysis 
of the outlook for the principal indus- 
tries served by Pennsalt—from poul- 
try-raising to iron and steel. Part 
three comprises a mathematical projec- 
tion. of the sales expected for Pennsalt 
divisions, based on a correlation with 
either gross national product or indus- 
trial production. 

This economic forecast goes through 
the forecasting committee and its oper- 
ating arm, the forecasting and planning 
department, to the sales department to 
be used as a basis for detailed sales 
forecasts, which—broken down into 
units or quantities, and prepared for a 
year in advance by quarters, with near- 
est quarter by months—are returned to 
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the forecasting department for ap- 
proval. It is the job of this policy 
group to marry the salesman’s practi- 
cality to the economist’s theory, for 
without the leavening of basic economic 
information, sales forecasts tend to be 
long on wishful thinking and short on 
realism. 

At this point, the forecasting group 

becomes, by the nature of its function 
an executive committee of the com- 
pany. Once the sales forecasts are 
given the force of top management 
approval, they are the basis for all com- 
pany activities in succeeding months. 
If they aren’t used thus, there’s no 
sense in making them. 
- So a company setting up a forecast- 
ing system had better be reconciled 
from the beginning to staffing its fore- 
casting group with top-ranking person- 
nel and to seeing that it becomes a 
policy arm of top management. 

After committee approval, sales 
forecasts are consolidated in terms of 
units and dollars and sent to (1) top 
management for control purposes, (2) 


the treasurer for budget preparation, 


and (3) the manufacturing department 
for production planning, where, after 
transmission to individual plants, this 
detailed sales forecast is converted into 
an output schedule. In combined form, 
it is used as a basis for planned pur- 
chasing and sensible personnel procure- 
ment. 

The manufacturing department 
breaks down these forecasts by plants 
for preparation of plant production 
schedules. At this point the forecast- 
ing committee has opportunity to iron 
out any discrepancies between forecast 
and production schedules. 

Production schedules, in terms of 
raw material and container require- 
ments and manpower needs, are for- 


warded to the purchasing and personnel . 
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departments to be used as a basis for 
advance planning. Actual purchases 
can be made only on plant requisition, 

Forecasting, by its very nature, re- 
quires a round trip to be fully effective. 
Plants send daily reports of shipment 
and billing of finished products to the 
forecasting department for preparation 
of monthly performance reports to 
compare with forecasts. These go to 
sales, budget, and top’management for 
control purposes. 

With these two sets of figures in 
hand, top management can track down 
the bugs in operations and quickly get 
at causes and cures. The sales man- 
ager can determine which of his sub- 
ordinates are delivering according to 
schedule, and step in to plug the holes. 
This highly usable control feature ap- 
plies to every area of the company— 
from the treasurer’s office to the ship- 
ping room. 

But setting up a forecasting opera- 
tion is no bed of roses. Here are six 
tips that will help surmount the major 
obstacles : 


1. Be content to move slowly. Give the 
forecasting committee its authority 
gradually. Don’t get the whole com- 
pany shooting at it before it is ready 
to produce. 

. When it is ready, give it full top man- 
agement backing if you want forecast- 
ing to work. 

. Be prepared to persuade the sales de- 
partment to use the economic forecast 
and to convince the manufacturing de- 
partment to base its operations on any 
pet schemes of the sales department. .: 

..Provide an adequate staff’ to break 
down the sales forecast into full- 
detailed production schedules quickly 
—or practical production men will lose 
patience with the system. 

. Don’t be afraid to amend long-range 
forecasts as short-range changes oc- 
cur. The objective is accurate plan- 
ning—not a guessing game with set 
rules. 

. Don’t expect perfection, but the more 
widely the forecasts are circulated and 
used, the‘ closer you'll come’ to it. 


Modern Industry, July, 1947, p. 46:4. 
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Management's Stake in Its Own Companies 


T IS not in human nature to kill the 
goose that lays the golden eggs. 
Rather the impulse is to feed it well in 
order to sustain its egg-laying capacity 
and to increase the size and quality of 
the product. That is why, where man- 
agement has a large stake in an enter- 
prise, the fact carries assurance to the 
stockholder that to the best of its abil- 
ity, management will conserve and fur- 
ther the interests of the company. 

Conversely, where the ranking offi- 
cers and directors appear to have so 
little faith in a company that their 
shareholdings are held to the minimum 
necessary for them to qualify for their 
positions, shareholders with no voice in 
the management are likely to become 
uneasy concerning the security of their 
own capital investment. 

In this they may not be justified, for 
there are two distinct avenues of ap- 
proach to the subject of management 
investment. Some of the country’s 
ablest industrialists hold that the man- 
aging executives of a company are 
merely employees of the stockholders, 
and that their judgment as to what is 
best for the corporation may be clouded 
by self-interest if their own financial 
status is a factor in reaching decisions, 
not only on operating policies but where 
corporate financing is involved. Like 
Caesar’s wife, they wish to be above 
suspicion. 

Critics of management abound. Such 
practices as the issuance to key officers 
and directors of options to purchase a 
corporation’s stock at prices well below 
current market levels come in for much 
adverse comment. Often the point is 
ignored that such options may have 
been issued at a time when the com- 
pany’s stock was quoted below the op- 
tion price and the corporation was 


September, 1947 


badly in need of the services of capable, 
alert executives. There are innumer- 
able instances where a corporation was 
unable to offer adequate financial in- 
ducements to the type of managing 
ability it needed and resorted to the 
alternative of offering stock options. 
This, on the corporation’s part, may 
well have been regarded as a spur to 
the new blood in the organization to 
apply its best efforts to the task of re- 
viving or building up the company. 

This, of course, has not always been 
the situation, and the existence of stock 
options at times has justified the charge 
that company insiders had been feather- 
ing their own nests at the expense of 
the company and its regular stock- 
holders. Other practices, such as the 
issuance of stock dividends, or the pay- 
ment of excessive dividends, also have 
subjected managements with large indi- 
vidual stockholdings to severe criticism, 
and may be cited in support of the posi- 
tion held by many executives that form- 
ulators of financial policies should de- 
rive no personal benefit from decisions 
involving corporate financing or man- 
agement. 

The counter argument, and the one 
that makes a strong appeal to the aver- 
age investor in corporate securities, is 
that the executives to whom the stock- 
holders entrust the welfare of the cor- 
poration should demonstrate their faith 
in both the company and their own 
capacity to operate it profitably, by in- 
vesting in the company’s securities as 
heavily as their private means will 
allow. They have thus the incentive to 
devote their best energies to establish- 
ing and maintaining the company on a 
profitable basis. Also, as large stock- 
holders, they are in position to appraise 
stockholders’ views as well as to influ- 
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ence the adoption or rejection of pro- 
posals requiring formal action by stock- 
holder meetings. 

On his part, the investor in the secur- 
ities of a corporation in which manage- 
ment has a large stake realizes that any 
action which adversely affects his inter- 
ests or threatens his capital will simi- 
larly affect the men who run his 
corporation, who not only are his em- 
ployees but also his partners. He may 





question their judgment at times but 
has little if any reason to impugn their 
motives. 

In the final analysis it boils down, 
as always, to the factor of management 
itself, but by and large the investor is 
more than likely to feel that substantial 
management interest as a stockholder is 
not to be decried. 

By W. SHERIDAN KANE. Financial 
World, August 13, 1947, p. 3:3. 


Guided Tours Build Good Will 


Piet tours have been resumed at the Caterpillar Tractor Company, Peoria, 
Ill, now that wartime restrictions have been lifted. The company believes 
there are few better ways to sell itself to the people who buy its products. 

A supervisor of escort service and his specially trained assistants conduct 


tours twice daily, and on special occasion when called for. 


Visitors are welcomed 


and briefed by the supervisor, then taken through the plant in groups of 10. 
During the first eight weeks after this war-interrupted service had been 


renewed nearly 2,000 visitors were escorted through the 80-acre plant. 


Before 


the war, as many as 19,000 guests were shown through in one year. 
Visitors are owners and operators of Caterpillar equipment, potential cus- 
tomers, representatives from firms throughout this country and many foreign 


nations. High school, college, 


welcomed. 


and various organizational groups are also 


—Factory Management and Maintenance 5/47 





Only the Waves 


g Bans trend of the future is neither toward fascism nor communism though both 
exist today. They are the waves of the present, not the actual sea of our 
time; they are the crests whose cause is a stirring in the ocean depths and a storm 
in the upper air, a great whipping up of mankind by the winds of destiny. There 
is a new merging of the depths of man’s unconscious with the wings of his aspira- 
tions. So that though economics must play a part in the future as they have in 


the past, they are not the answer as so many people seem to imagine. 


. There 


can be no real improvement till people are ready to change themselves personally. 
To skin themselves as an onion is skinned, or a pearl, and see what lies beneath the 
sham lives they lead. Most people are blueprints of what they think they ought 


to be . 


. . they follow the herd apparently unaware that the herd is continually 


breaking up into its integral parts and reforming itself. The true trend of the 
future is what it has always been—an approach to truth, a movement toward 
fommtone tet freedom controlled not merely by laws but by the integrity of men, 


of individuals. 


—Stuart CLoete in The Third Wav 
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The Night Office Staff: A Case Story 


By JOHN W. RIEDELL* 


LMOST five years ago, when war 
conditions were making office space 
and equipment increasingly scarce, and 
competent clerical workers were being 
diverted into other fields, one large 
service organization in New York 
initiated an experiment with a small 
night office staff for one department 
which had begun to fall behind in its 
daily work. The results were more 
than satisfactory, and today 12 sepa- 
rate night staff units, some small, some 
large, continue in efficient operation. 
The success of this program cannot 
be measured in terms of cost reduc- 
tion only, though the savings have been 
appreciable. Equally important, pro- 
duction bottlenecks have been opened 
and the work of the organization, which 
has. been growing enormously in the 
past few years, flows without inter- 
ruption or delay—an important con- 
sideration in any office, and of par- 
ticular significance in an organization 
where prompt service to subscribers is 
essential. 


THE NIGHT OFFICE SCHEDULE 


Night staff employees work from 
Monday to Friday, from 5 p. m. to 
11:30. During this period half an hour 
is taken off for “lunch.” Many of the 
workers bring their own refreshments 
and spend the recreation time in a room 
provided for them; others patronize 
local eating places, most of which re- 
main open in the early evening. The 


* Management Consultant. 
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“break” is timed in accordance with 
the needs of the individual unit ; some 
close down completely during the re- 
cess; others stagger the time off. The 
provision of a regular recess period, it 
has been found, keeps worker efficiency 
on an even keel and eliminates the 
problem of intra-office visiting during 
work hours. 

For a proper understanding of the 
nature of the work performed by a 
night office staff, it must be borne in 
mind that each job is a specific pro- 
duction element in itself; it is a task 
that must be done sometime within the 
cycle of a day of 24 hours. Night work, 
therefore, should not be regarded in 
any sense as a “cleaning up” operation 
on work left undone by the day crew. 
When that is necessary the day force 
stays overtime and does it. However, 
there may be times occasionally when 
some work that would require overtime 
can be picked up and finished by the 
night group. This is just another way 
of saving money. In companies where 
overtime work becomes excessive or 
threatens to become continuous, it can 
better be delegated to a night force, 
without the disadvantages of increased 
costs and decreased efficiency which 
inevitably accompany prolonged over- 
time schedules. 


ACTIVITIES OF THE NIGHT STAFF 


The night staff, therefore, is a regu- 
larly organized group whose work, in 
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almost all instances, is entirely inde- 
pendent of that performed by the day 
staff. Of course, the work performed 
by day and night groups is the same on 
some large-volume operations which 
require continued performance. 

When the duties of two or more 
persons are such that they must have 
access to the same records or facilities, 
whether they are doing the same or 
different kinds of work, costly time 
losses occur while one employee is 
obliged to wait for another to finish the 
job. This overlap, or conflict of effort, 
not only wastes time but gives rise to 
errors, disrupts work schedules and 
consequently impairs morale. It can 
be reduced or eliminated completely by 
the separation of conflicting procedures 
into day and night activities. 

The types of work that can be car- 
ried on advantageously by a night staff 
are many. They include: 


Sorting and filing. 

Billing and issuing credits. 

Postings to accounts receivable and ac- 
counts payable. 

Reference to records for information for 
correspondence purposes. 

Recording changes of address; making 
adjustments, rerouting returned mail. 

Transcribing recorded dictation. 

Typing—form letters, correspondence, 
etc., and preparation of mimeograph 
stencils. 

Opening mail received in late deliveries. 

Preparation of addressograph plates, cor- 
rections, addressing. 

Handling outgoing mail. 

Punching cards for tabulation. 

Mimeographing and work on duplicating 
machines. 

Calculating machine work. 


WHO ARE THE NIGHT OFFICE WORKERS? 


In almost every instance, members 
of a night staff have had previous busi- 
ness experience; novices are in the 
minority. Further, persons seeking 
night work usually need the job they 
are after. They are working at night 
because they want to supplement their 
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incomes. They are aware, too, of the 
fact that the supply of personnel in- 
terested and qualified to do clerical 
work at night is relatively abundant. 
Consequently they put forth their best 
efforts to do a creditable job. 

Age and experience are other factors 
contributing to their positive job atti- 
tudes. Night workers usually range 
from 20 to 50 years. They come from 
many walks of life. Members of the 
night staff generally include students 
of art, music, drama, law, housewives, 
artists, as well as experienced and suc- 
cessful business men and women. In 
two important units requiring excep- 
tional accounting ability, for example, 
all the men, with the exception of one 
advanced college student, hold im- 
portant accounting or other positions 
during the day. 

Experience has shown that a high 
caliber of supervisory personnel is like- 
wise available for night work. Gen- 
erally they are persons who at one time 
or another have worked for the organi- 
zation and therefore are experienced in 
the business and are familiar with the 
details of the work of the sections for 
which they are responsible. And here, 
again, maturity is a contributor to su- 
perior job performance. 


THREE IMPORTANT ADVANTAGES 


From the foregoing discussion it be- 
comes clear that the office employing 
a night staff can expect to enjoy three 
major advantages : 


1. Office space can be used twice—or in 
some instances three times—in 24 
hours. 

2. Office equipment and facilities can be 
put to more continuous and profitable 
use. 

3. Efficient and mature employees can be 
recruited for every type of clerical 
work. Generally speaking, the quality 
of personnel hireable for night work 
is not obtainable for the same jobs 
during the day. 
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There is no limit up or down on the 
number of persons comprising an effec- 
tive night staff.. Even a small day force 
can profitably be supplemented by one 
or more persons working at night. 
Whatever its size, the advantages of 


Testing as Applied 


SURVEY of practices and trends 
in the use of personnel tests for 
white-collar workers recently con- 


ducted by The Office Executives Asso- - 


ciation of New York (New York 
Chapter, NOMA) reflects current pol- 
icies regarding the positions for which 
tests are given, the purposes of testing, 
selection of tests, and their administra- 
tion and evaluation. 

Of 475 questionnaires sent to various 
types of companies in the New York 
area, 86 (18 per cent) were returned. 
Forty-four per cent of the responding 
companies use tests; 48 per cent have 
never used tests; and 8 per cent have 
discontinued the use of tests, in most 
cases as a wartime measure. 


As might be expected, the use of per- 
sonnel tests varies directly with the 
size of the company. Less than 30 per 
cent of the companies having 100 or 
fewer employees give tests. 

The personnel director, or official 
with similar title or capacity, generally 
administers and evaluates personnel 


tests given to job applicants, regular - 


employees, and supervisors. Other sig- 
nificant data pertaining to the adminis- 
tering and evaluating of tests compiled 
from the survey may be summarized as 
follows: 32 per cent of the companies 
use employee tests for promotion; 18 
per cent of the companies use tests for 
supervisory selection; 71 per cent ad- 
vise applicants of the results of tests; 
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using a second shift in the office are 
such that progressive office managers 


cannot afford to overlook this possible 


solution to today’s cost and production 
problems. 


to Office Workers 


53 per cent discuss results of employee 
tests with employees; 8 per cent dis- 
cuss results of supervisory tests with 
the employee ; 32 per cent use a stand- 
ard battery for testing and vary the 
specifications for each job; 37 per cent 
vary the testing battery for different 
jobs; and 53 per cent follow up em- 
ployee performance to ascertain relia- 
bility of tests used. 

Though comparatively few companies 
gave adequate answers concerning spe- 
cific tests used, the tests found to be 
most reliable were reported as follows: 

% of Firms 


Which 


Name Use Tests 


Thurstone 
Minnesota 


National Clerical 

Luder Preference Record ... 

Cardall 

Wonderlic 

Shorling 

Bernreuter Personality 

Tiffin Adaptability 

Purdue Pegboard 

J. F. Waters 

Analysis of the types of jobs for 
which applicants are tested reveals that 
typing, stenographic, and secretarial 
positions lead the way. Next in fre- 
quency are filing, general clerical and 
machine operating positions (calcu- 
lator, comptometer, and adding ma- 
chine) followed closely by account- 
ing, auditing, and bookkeeping jobs. 
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It is interesting to observe that while 
mathematics tests are frequently given 
in accounting, auditing, and bookkeep- 
ing positions, machine calculation tests 
seem to be relatively infrequent. And 
while much concern seems to be in evi- 
dence for giving typing tests for typing, 
stenographic, and secretarial positions, 
considerably less concern is felt for 
ascertaining the spelling prowess of 


PERSONNEL... | 





Workers. 





such candidates, though it should be 
further pointed out that spelling tests 
do not seem to be significant in testing 
for any position. 


From Testing As Applied to Office 
Office Executives Associa- 
tion of New York, Inc. (New York 
Chapter, National Office Management 
Association ) . 


Functions of the Lawyer in Labor Relations* 


By LELAND HAZARD 
Vice President and General Counsel 
Pittsburgh Plate Glass Company 


S there a function for lawyers in 

labor relations? The answer seems 
obvious—law is a large factor in labor 
relations. Nothing is apparent to jus- 
tify any expectations that the statutory 
factor in labor relations will diminish, 
and so the application of law calls for 
lawyers. 

The areas of labor relations in which 
the function of the lawyer is essential 
are the following: (1) the process of 
collective bargaining culminating in the 
written contract; (2) the administra- 
tion of the contract; and (3) handling 
of disputes under the contract. 


The lawyer usually should not take 


the lead in the collective bargaining con- 
ference. The most important reason 
for this is that such negotiations should 
be conducted between principals. If 
the negotiations are at the plant level, 


* From an address before a Conference on the Trainin 


of a ler the auspices of a Round Table 
Law 


462 


then no individuals are so well qualified 
as the plant superintendent, his staff, 
and the workers’ representatives to con- 
duct the discussions by which the issues 
and problems are to be resolved. Even 
though these individuals may be defi- 
cient in powers of articulation, their 
understanding, based upon the experi- 
ences of day-to-day relationships, their 
appreciation of realities, make them the 
competent negotiators. Furthermore, 
it is they who must live with the bar- 
gain. They must each feel responsible 
for having made it and, therefore, re- 
sponsible for making it work. 

This is not to say that the lawyer has 
no function in the process of contract 
writing. He has a function, sometimes 
overlooked, which is of paramount 
importance. His true function in the 
process of contract writing is difficult 


of Law Students in Labor Relations at the University 


Council on Labor Law of the Association of American 
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to perform because too much collective 
bargaining ends at a small hour in the 
morning in’a smoke-filled room with 
the participants mentally fagged from 
prolonged and intense negotiations, but 
determined to sign something before 
the negotiations blow up. Compare 
the process of contract making in other 
fields: an ordinary business contract 
will ensue from fairly deliberate nego- 
tiations in which the principals have 
undertaken to reach agreement on the 
essentials of ‘the proposal. Having 
reached such an agreement, unless they 
are quite unsophisticated, they will call 
in their respective counsel, state their 
respective understandings of the pro- 
posed agreement and request its reduc- 
tion to writing. If the counsel is at all 
competent, the process of writing will 
develop not only legal problems but 
also important business contingencies 
which were not considered by the prin- 
cipals in the original negotiations. The 
lawyer who is determined to resolve 
every one of these contingéncies is 
doomed to failure. But the lawyer who 
neglects to pick out those essential con- 
tingencies which could go to the heart 
of the transaction and could create con- 
flicts of interest, insoluble, except in 
litigation, will also fail. 

It is important to provide an early 
enough opportunity for the lawyer’s 
participation so that the writing of the 


- agreement will not be unduly delayed 


after the bargaining principals have 
reached an understanding. This calls 
for close cooperation between the prin- 
cipals and the lawyer. Thus it may be 
desirable to have him sit in on bargain- 
ing discussions as an observer or to 
schedule recesses during negotiations 
so that representatives of labor and 
management may hold interim confer- 
ences with their respective counsels. 


September, 1947 





It is easy enough for principals in 
collective bargaining procedures to say 
exactly what they mean with respect 
to a point of seniority, but it is quite 
another thing to bear fully in mind 
every feature of the entire agreement 
and be constantly alert to the unin- 
tended and unexpected effect of one 
provision of the agreement on some 
apparently unrelated provision of the 
same agreement. It is the function of 
the lawyer to produce unity and coher- 
ence, to keep the agreement integrated 
as a workable whole. To this end, he 
needs to stand by during the process 
of collective bargaining so that he may 
read and reread, write and rewrite 
until the whole document is as nearly - 
consistent and cohesive as the essential 
agreements which his principals have 
reached will permit. 

- In the administration of the contract, 
the lawyer should act as a consultant— 
not a participant—in dealing with em- 
ployees or their representatives. The 
administration of the contract is strictly 
a function of the line—the plant super- 
intendents, supervisors, and foremen, 
aided by the industrial relations staff, 
who have the job of applying the agree- 
ment. The lawyer’s activities should 
be confined to consultation on ques- 
tions of interpretation and, of course, 
he should advise on new rules as they 
emerge from court decisions, adminis- 
trative rulings, or arbitration awards. 

At the last step in the grievance pro- 
cedure, the lawyer should be consulted 
by the line or the industrial relations 
staff before any decision is made. His 
counsel is even more necessary if arbi- 
tration is the terminal point of the 
grievance procedure. The lawyer who 
is to handle the arbitration usually 
knows in advance whether the com- 
pany’s case is strong enough to take to 
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arbitration at all. Thus his recommen- 
dations should be heard before the dis- 
pute has reached such a stage. 

This brings us to the third area in 
which we are considering the scope of 


the issue is to go to arbitration and 
the contest must be conducted with 
vigor if it is to be carried to a success- 
ful conclusion. To such an effort, the 
lawyer brings new energy, a fresh ap- 


proach, ability and experience in the 
marshalling of facts, and knowledge of 
methods by which a trier of facts may 
be convinced. 

Finally, it-must be borne in mind 
that the lawyer should be independent 
of the industrial relations department. 
Industrial relations and law are both 
staff functions, and top management 
should have the benefit of each without 
subordination of either to the other. 


the lawyer’s function. Obviously, in 
arbitration proceedings the employer 
could be represented by line manage- 
ment or by the industrial relations staff. 

But there are persuasive reasons why 
the lawyer should handle the arbitra- 
tion. At this stage the line and labor 
relations staff have exhausted every 
argument and have failed in their 
attempt to settle the grievance. Now 


Pre-Ciearance Interviews Salvage Labor 


ENTITLE can be done to discourage a valuable employee from quitting, because 
of some real or fancied grievance, in an exit interview held after he has turned 
in his badge and obtained an order for his pay. Realizing this, the Plymouth 
Division of Chrysler Corp. set up its pre-clearance interview procedure in 1941 
as an emergency means of conserving labor, The results have more than justified 
its continuance as standard practice. 

The pre-clearance office, which is separate from the employment department, 
is staffed by two experienced interviewers who had worked up from the ranks 
to supervisory positions and had demonstrated their ability to get along well with 
personnel. One serves on each shift so that someone is always on duty to talk 
with troubled workers when the need arises. 

, No effort is made to justify the conditions of which the employee complains 
or to defend the foreman’s position. The worker is simply encouraged to talk 
over his problems before taking precipitate action, and after he has had his say 
the foreman is invited in to participate in the discussion. Usually both parties to 
the dispute are in a better frame of mind than they would have beén if they 
had undertaken to argue the subject on the job, and each is more inclined to see 
the other’s viewpoint. 

—Mill and Factory 8/47 


Foremen’s Advisory Council 


REMEN at Hagerstown, Indiana, plant of Perfect Circle Company, have 
a foreman council whose function is to serve as an advisory board for plant 
supervisors. The council does not solve the problems of a foreman for him, 
but offers him advice based on the experience of all other supervisors in the plant. 
The foremen themselves elect members of the council, which is composed of one 
representative from each major department for the first and second shifts and 
one foreman for all third-shift foremen. 
—Management Information (Elliott Service Company, Inc.) 7/28/47 
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Give Them the Facts 


INCE the passage of the Taft- 
Hartley Act, unions have’ main- 
tained a relentless barrage of invective 
against the new law. While Congress 
has beef: the major target, employers 
are not coming out unscathed. In the 
labor press and other media of labor 
propaganda, workers are being sold on 
the notion that management is ready to 
take advantage of every legalism in the 
law to strip workers of their rights and 
unions of their security. 

This is not the first instance where 
industry was on the receiving end of 
false generalizations. The current cam- 
paign, however, is more than a name- 
calling spree. The writer, just re- 
turned from a swing around the indus- 
trial circuit, finds that large groups of 
employees are taking these tall tales to 
heart, though they cannot produce con- 
crete evidence of any concerted 
“weaken-the-union” moves on manage- 
ment’s part. 

Following is a digest of what your 
company can do to meet this vital new 
problem : 

1. Write a letter to each employee. 
Send it to his home and, if possible, 
have it personally signed by the com- 
pany president. Stress the following 
points : 

A. The company will continue its pol- 
icy of using collective bargaining to work 
out equitable contracts with labor. 

B. The firm has no intention of sub- 
stituting lawyers and legalism for fair 
play and human relations. 

C. Application of the Taft-Hartley 
Law will have no effect on the company’s 
standard personnel and wage policies. It 
will not result in layoffs and wage cuts. 

More production is the real answer 
to job security and wage increases. 


Workers are invited to take ad- 
vantage of the regular grievance machin- 
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ery to register any complaints they may 
have. 

F. Workers are urged to submit to 
management any questions about com- 
pany policies. (If you have a plant paper, 
use the “Letters to the Editor” column 
for employee questions, and be sure that 
answers are given with each query.) 


2. Alert your foremen to the more 
important role they must now play in 
view of the new turn of events. Follow- 
ing is a list of “don’ts” which should 
preface your first supervisors’ confer- 
ence: 


A. Don’t throw your weight around 
now that management has been granted 
additional rights under the law. 

B. Don’t make any anti-labor state- 
ments. 

C. Don’t get tough with shop stewards 
or union officials merely because a new 
law has been passed. 

D. Don’t neglect grievances. In fact, 
now is the time to instill confidence in 
workers by settling complaints quickly 
and fairly. 

E. Don’t think the new law eliminates 
the need for sound human and labor re- 
lations. It is more important now than 
ever. This is no time for a revival of the 
gruff and tough “Bull of the Woods” 
type of foreman. 


3. Improve your community rela- 
tions: 


A. Run ads in local papers repeating 
the theme of your letter to workers. 

. Have company executives make 
speeches before Rotary and Chamber of 
Commerce groups. 

C. Improve civic spirit. Notify city 
officials that it is your policy to avoid any 
future labor trouble. 

D. Write a letter to your suppliers and 
customers on your policy to continue. op- 
erating as always. Tell them you do not 
foresee any stoppage of operations because 
of labor trouble. 

E. Call in union officials and explain 
your policy; suggest that it may be best 
for all concerned if they eliminate any 
current or contehindated: campaign of 
vituperation and get down to the business 
of living in peace with management. 
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4, Explain the law: 


A. The amount of misinformation 
about how the Taft-Hartley Act works is 
accumulating in colossal proportions. 
Truth is, the law is re anti-labor nor 
pro-employer. John L. Lewis himself 
proved how anti-slave labor the law really 
is when he walked off with one of the 
best contracts ever negotiated by the 
union. This in spite of all the hullabaloo 
that the law sounds the death knell for 
organized labor. 

Run a series of articles in your 


employee publication explaining in simple 
language what the law really does for the 
individual worker. Some companies are 
sending simplified versions of the Act to 
workers’ homes. 

C. The same should be done for fore- 
men. They are the ones who are heing 
called upon by workers to explain this or 
that section of the law, and they should 
be in a position to provide the proper 


answers. 
By Lawrence StTEssIn. Forbes, 


August 15, 1947, p. 24:1. 


Current Foremen's Compensation Practices 


HILE the national trend at the 

moment may be in the direction 
of restricting the area of operations of 
foremen’s unions, the need for improv- 
ing relations with foremen and making 
them feel they are really a part of man- 
agement continues as urgent as ever. 
The foreman’s paycheck is one very 
tangible measure of management’s atti- 
tude toward him. If his compensation 
is out of line, no morale-building efforts 
on the part of management will be 
effective. 

To determine current company prac- 
tices governing foremen’s compensa- 
tion, we recently conducted a study 
among 200 selected companies of all 
sizes and classifications in industry. 
The findings, to be discussed here, may 
suggest some new or improved meth- 
ods for determining supervisory pay. 

The study indicates that a number of 
companies are introducing some sort of 
merit-rating system for foremen as well 
as non-supervisory employees as a 
basis for salary determination. But the 
majority of employers set salaries on 
a hit-or-miss basis. There seems to ‘be 
little or no relation between salaries 
currently paid foremen in one industry 
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and those paid in another. This is true 
even of industries in the same area. 
The Allis-Chalmers Manufacturing 
Company of Milwaukee, for example, 
recently made an area wage survey 
which included a check on the number 
of companies which “cut in” foremen 
on incentive pay plans for rank-and- 
file workers. Out of 86 companies re- 
porting, 70 did’ not include foremen. 
Only seven did. Lack of standardiza- 
tion of foremen’s salaries is reflected in 
the following summary of reports to 
Dartnell : 

One of the larger companies in the 
electrical specialty field with plants 
located in the New York area, and 
reputed to be “liberal’’ in its compen- 
sation practices, places all foremen on 
the salary payroll. There are three 
classes of foremen in this plant—gen- 
eral foremen, of whom there are 28, 
and 175 other foremen divided about 
equally into two classes. The salary 
ranges for all foremen’s jobs begin at 
$200 a month, the minimum rate for 
class II foremen, and go to $550 a 
month, the maximum rate for general 
foremen. The range break-down is 
general foremen, $330 to $550; class I 
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foremen, $270 to $450; class II fore- 
men, $200 to $335. 

Another manufacturer, producing 
automotive specialties, reports on 141 
foremen. They are grouped according 
to duties and are paid the following 
average salaries: General foremen 
$475; department foremen $445; assis- 
tant foremen $425. This company, 
however, indicates that it is not too 
well satisfied with the flat salary and is 
working out a more equitable scale 
based on the skills supervised. 

Another angle on paying foremen is 
to establish a minimum salary rate for 
each supervisory job (in effect a start- 
ing rate) and adjust it periodically as 
the foreman develops ability and effec- 
tiveness. This plan is used by a Chi- 
cago manufacturer of refrigerating 
equipment. The minimum salary for 
general foremen is $110 a week and $90 
for department foremen. No consid- 
eration is given for overtime worked 


by the foreman, but the policy of the 
company is to maintain the foremen’s 
earnings at about $30 a week above the 
plant average take-home pay. 

A Chicago steel foundry has devel- 
oped an interesting formula for paying 


foremen. The lowest-paid group are 
service foremen who supervise the 
labor in the company’s foundries. This 
group of supervisors are paid from $60 
to $65 a week, which is approximately 
$8 above the highest earnings of the 
men they supervise. 

Unit foremen supervising the craft 
operations are paid from $65 to $70 per 
week, which likewise is approximately 
$10 a week above the highest earnings 
of the men they supervise. In the case 
of foremen who supervise piecework- 
ers, this relationship is based upon the 
earnings of the average rather than the 
exceptional man. 
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Assistant general foremen who are 
in charge of the department for an 
eight-hour shift are paid from $75 to 
$85 per week, which is approximately 
$20 above the earnings of the workers 
as described in the preceding para- 
graph. 

General foremen who are in com- 
plete charge of the department for the 
entire 24-hour day are paid approxi- 
mately $20 per week more than the 
assistant general foremen. This for- 
mula is modified to some extent, 
depending upon the size of the depart- 
ment. 

Salaries paid foremen seem to run 
less in New England than in the West 
and Middle West. A New England 
carpet manufacturer, for example, em- 
ploying 132 foremen, reports the top 
salary range for general foremen as 
being $320 to $395 a month. These 
are designated class A foremen. Class 
B foremen are paid from $270 a month 
up to $320, depending upon the classi- 
fication of workers supervised and the 
location of the plants in which they 
work. The lowest rate range (class 
C) begins at $220 a month and goes 
to $270. It will be noticed that the 
maximum rates on the lower classifi- 
cations become the minimum rates for 
the next highest class—a commonly 
used rating device. On the matter of 
pay differentials, this company has no 
established plan but is considering use 
of a supervisors’ job evaluation and 
foremen’s appraisal plan. 

Foremen’s salaries average less in 
the South than elsewhere in the coun- 
try, probably because of the lower liv- 
ing costs prevailing in most industrial 
centers south of the Mason-Dixon. A 
forging manufacturing company at 
Louisville reports salaries paid to 42 
foremen as follows: 
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Four at $300 per month, seven at 
$325 per month, seven at $350, and six 
at $375 per month. This company has 
five maintenance foremen at a rate of 
$400 a month, and two foremen in the 
tool and die shop at $415 per month. 
Next classification is that of general 
foreman with four at $450 per month, 
two at $475 per month, and two at 
$500 per month—all of whom are -en- 
gaged in production work. The .com- 
pany has one general maintenance fore- 
man at $525, one general production 
foreman at $550, and one general 
inspection foreman at $575 a month. 
All these men work on a standard 40- 
hour workweek based on 5 days of 8 
hours each day. They are not paid any 
additional salary for overtime. 

A rubber specialty manufacturer in 
Colorado divides its 350 foremen into 
four classifications: line foremen, shift 
foremen, department foremen, and di- 
vision superintendents, This employer 
uses the following method of determin- 
ing base salaries for these classifica- 
tions: 

He takes the weighted average 
earnings of the top 25 per cent of male 
production workers, adds 10 per cent 
to this figure, and that becomes the 


minimum for a line foreman. The top 
on this classification is 10 per cent 
above the minimum. In most cases the 
top in one classification becomes the 
minimum for the next classification. 
The higher brackets have a 20 per cent 
spread between the minimum and 
maximum. 

A simple basis for keeping supervis- 
ors’ salaries in line is reported by a 
Cleveland smelting company. Fifty 
dollars a month is_added to the top 
earnings of workers supervised to 
determine the salary of a shift foreman. 
Twenty-five dollars is addéd to deter- 
mine the salary of an assistant shift 
foreman, and $100 is added to set the 
salary of the general foremen. 

The most interesting point about the 
study is that most companies are not 
too satisfied with the method they are 
currently using to fix foremen’s pay 
rates, whether on a straight salary or 
an hourly rate basis. There is a ten- 
dency to establish starting rates only 
and then review salaries or hourly rates 
semi-annually, depending upon merit 
ratings when possible. 


Industrial Relations, June, 1947, p. 
10:3. 








AMA FALL PERSONNEL CONFERENCE 


The Fall Conference of the Personnel Division of the 
American Management Association will be held on Thursday and 
Friday, October 2 and 3, at the Hotel Pennsylvania, New York City. 








The Management Review 





Are Foremen Really Management? 


ras are getting more recognition as important members of the manage- 
ment team than they have ever had, according to a recent Factory survey of 72 
representative industrial plants. Here are some of the findings: 

Promotions. Foremen in most of the 72 plants can look forward to promotion 
to plant executive positions. 

Authority. Despite talk of “undermining” foremen’s authority, most foremen 
have a veto over job applicants, can reject men who turn out to be unsatisfactory 
during trial periods, can discharge for cause, can have men transferred, and make 
key decisions when layoffs are necessary. 

Prestige. Though foremen’s prestige may have slipped during the war, it is 
fast being recovered. Reports show that foremen hear and settle more grievances 
than they did in 1944, and almost as many as they did in 1939. 

Compensation. Despite sharp gains in wages by rank-and-file workers, the 
average differential in pay between the foreman and the highest-paid production 
workers reporting to him—in the 72 companies—is. just about what it was in 1939, 
It is now 26.5 per cent. 

Attitudes toward foremen have changed. The extent of this change is shown 
in the response to questions on policies that closely affect foremen. The number of 
companies among the 72 surveyed that use job evaluation methods in determining - 
foremen’s compensation increased from 19 to 41 in the eight years studied. The 
number using merit systems to rate foremen regularly has climbed from 8 to 23. 
The number conducting training courses has risen from 12 to 30, though it reached 
32 in 1944 when wartime training plans were operating near their peak. 

Only one, a medium-sized plant, of 71 that answered the question, goes outside 
the company to find foremen. The other 70 promote from the ranks. A heavy 
majority of the plants fill executive jobs in the plant, such as works manager and 
superintendent, from the foreman group. 

Foremen, too, make the important decisions in reducing their working forces. 
Thirty-six companies, one-half of those polled, give foremen authority to fire a man 
outright. In 56 companies, they can fire for cause, though their authority in dis- 
charging is frequently limited ty conditions written into union contracts. When 
layoffs are necessary, a majority of the companies, 43 of them, allow foremen to 
make the decisions. They are at least consulted on layoffs in 58 companies. And 
in 60 companies foremen can have men transferred if they prove to be unsatisfactory. 
The foremen frequently must arrange with their superintendents to put transfers 
through, but the “super” usually follows the foreman’s lead. — 

—Factory Management and Maintenance 5/47 


Annual Jobholders’ Meetings Interpret Company Operations 


ONCURRENTLY, during the week of the annual stockholders’ meetings, 
Pitney-Bowes, Inc., Stamford, Connecticut, holds ‘special sessions for its 1,400 
employees to discuss the company’s financial operations for the year. With the 
aid of giant “blowups” of the company’s income statement and other pertinent 
data, company officials interpret to every worker the story on invested capital, 
surplus, depreciation, and other related subjects that even the stockholders some- 
times stumble over. 

“Open house” for employees’ families and neighbors, scheduled during the 
same week, drew 5,000 plant visitors at the last meeting. Here, again, effective 
exhibits were .used to show the company’s financial operations. Novel feature: 
To remind its guests of the investment the company makes in tools for its workers, 
Pitney-Bowes labeled all machines with cost signs. Each sign carried the name 
of the machine, its approximate cost, and the slogan, “Better tools make better 
jobs.” A skeleton staff was on hand to operate the machines and explain their 
functions to the visitors, 





—Trusts and Estates 7/47 
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ESPONSIBILITY for cost con- 

trol and cost reduction does not 
lie with a few top executives. While 
it is true that top management must 
make over-all decisions, every member 
of management from top executives to 
supervisors has controllable cost factors 
in his area of responsibility and to a 
proportionate degree can contribute to 
the over-all success of operations. 

- The purpose, the method of prepara- 
tion, and the use of the budget must 
be understood by all levels of manage- 
ment before the budgetary procedure 
can be effectively applied to cost control 
and cost reduction. This understand- 
ing can be obtained if the story of 
budgeting is carried to the supervisory 
groups. Since the accountant is pri- 
marily responsible for the effective 
operation of budgetary procedure, he 
is the logical man to plan this educa- 
tional program. 

It is recommended that the account- 
ant schedule reviews with the super- 
visory personnel prior to the budget 
building period as a part of normal 
procedure. These educational sessions 
should be limited to groups of 15 to 
20 persons to obtain the benefits of 
intimate discussion. When possible, 
the groups should be made up of rep- 
resentatives of related operations hav- 
ing a community of interests and prob- 
lems. This plan develops understand- 
ing of the other fellow’s job and 
promotes good fellowship and mutual 
consideration. 
include a restatement of the budgetary 
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These sessions should — 





Selling Budgetary Control to the Supervisor 


principles, a review of the accomplish- 
ments in cost control and reduction 
during the past year, and a discussion 
of new developments in budgetary pro- 
cedure planned for the coming period. 
The supervisors should be encouraged 
to’ offer for review the particular diff- 
culties encountered in operating under 
their controls and their recommenda- 
tions for improvement of procedure. 
The accountant should be certain that 
the budgetary process has the complete 
understanding and approval of the 
supervisor before the meeting is 
brought to a close. 

The supervisor should be encouraged 
to base his plans for future operation 
on the premise that past practice is not 
necessarily the best practice, and that 
performance can become more effective 
only through constant improvement of 
methods. Budgets should not reflect 
what the cost “has been” but rather 
what the cost “should be.” The formal 
budget record of the operating depart- 
ment—the budget data sheet—should 
include a text setting forth the means 
by which the operator plans to achieve 
his ends. 

Before the periodic reports of the 
accountants—which, by setting forth 
actual costs versus budgeted allowance, 
record the operator’s achievements— 
are presented to the executive manage- 
ment, the accountant with the help of 
the industrial engineer should discuss 
with the head of the operating depart- 
ment the reasons for the variances from 
the budgeted allowances. Where per- 
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formance has been better than standard, 
the reasons should be ascertained and, 
when practicable, the budget data sheet 
and the attendant explanatory notes 
corrected to reflect this improvement. 
The supervisor should feel free at all 
times to call on the services of the in- 
dustrial engineer and the accountant to 
assist in planning to overcome bad spots 
and improve good ones. With this 
approach, he is prepared in turn to dis- 
cuss the reports on his achievement 
intelligently with his superior. Since 
this plan of action helps the supervisor 
to become a better manager and, at the 
same time, provides for recognition of 
his accomplishments, enthusiasm for 
the budgetary tool is a natural develop- 
ment. 

It is well that the accountant include 
comments on cost reduction as part of 
the educational sessions. This may be 
approached through presenting a profit- 
graph, showing the relationship of sales 
and costs. If agreeable to manage- 
ment, the profitgraph should picture 
the current data of the manufacturing 
division represented by the particular 
group he is addressing. The significant 
relationship of the sales 
required to reach the break-even point 
to the sales volume at capacity and the 
importance of the profit ratio should 
be explained in simple and understand- 
able terms. Then by plotting in a 
hypothetical reduction in both fixed 
and variable costs, the supervisor can 
be forcefully shown the importance of 
cost reduction as a means of improving 
the competitive position of the com- 
pany. A review of the three elements 
of factory cost—direct labor, material, 
and expense—should be made to deter- 
mine their relative importance as points 
of attack for cost reduction. 

Most supervisors are aware that the 
possibilities of obtaining fruitful sug- 
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gestions for cost reduction from: the 
individual workers are _ unlimited. 
Workers should, therefore, be encour- 
aged to bring to their superiors ideas 
on better ways to do the job. Contin- 
ued ‘stimulation through self-question- 
ing such as the following will bring 
forth embryo ideas which in turn can 
lead to developments resulting in major 
cost reductions : 


What can be done to save rehandling of 
materials? 

Could time be saved in getting materials 
to and from the job? 

Are the materials stored in the right 
place? 

What is causing defects or scrap? 

Are we overlooking any good bets in 
keeping equipment in good shape? 

What causes the machines to run idle? 

Is there a better way of setting up the 
machine or job? 

What can be done to reduce the use of 
gas, steam, water, electricity, com- 
pressed air, and oil? 

Could a hopper or chute be used to save 
work, additional tools, or jigs? 

What is the first change in methods you 
would make if you were the supervisor? 


As new and more efficient methods 
are found by the operating depart- 
ments, or when it is sound to increase 
budgeted allowances in the light of 
changing conditions, the supervisor 
should note these changes immediately 
on his budget data sheet. If this is 
done meticulously, he assures himself 
of keeping his measuring stick-current 
and up-to-date. When the time has 
rolled around to the new budget period, 
he has a record of the requirements 
ready for the review of the industrial 
engineers and the accountant. This 
plan expedites the budgeting process 
and averts the errors which inevitably 
result from hurried preparation. 

The budgetary procedure presents 
management with a means for arousing 
interest and performance in cost con- 
trol and cost reduction. Its effective- 
ness, however, is dependent upon its 
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proper construction and application. 
Let the accountant, therefore, have a 
full realization of the scope of his 
responsibilities in presenting and ad- 
ministering this tool in such manner 





that the supervisor comprehends the 
benefits which result from its complete 
utilization. 

By F. J. Mutu. N.A.C.A. Bulletin, 
August 15, 1947, p. 1501:11. 


We Plough Back Depreciation Dollars 


OR many years it has been a basic 
policy of Stewart-Warner Corpora- 
tion to make annual replacements of 
plant machinery and equipment by the 
amount of the yearly depreciation fig- 
ure. At the root of this policy is the 
conviction that depreciation charges are 
made against machine tools and other 
plant equipment because these assets ac- 
tually lose value as a result of use and 
obsolescence. With the worth of old 
equipment thus trickling continually out 
of the plants, the officers of the com- 
pany can see no justification for treat- 
ing the offsetting bookkeeping charges 
as a source of funds for dividends, sur- 
plus, plant extensions, or long-term 
reserves. Instead, these dollars are 
earmarked for replacements. 
Stewart-Warner Corporation’s re- 
placement policy provides that 25 per 
cent of the previous year’s depreciation 
dollars shall be spent in each calendar 
quarter. The purpose of spreading out 
purchases across the year is in part to 
stabilize the load on millwrighting and 
layout planning. Even more important, 
this method prevents the spending of all 
depreciation money early in the new 
fiscal year without provision for large 
unforeseen needs that may later arise. 
In administering this policy the com- 
panv avoids reliance on hard-and-fast 
rules. Obviously, it would be need- 
lessly complex and rigid to try to apply 
the depreciation dollars precisely to the 
departments or operations where they 
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originated. Instead, investments are 
made where they will yield the greatest 
savings or product improvements. 

Precisely where the money will go is 
determined by the need and by the 
profit opportunity. A machine that 
falls short of required precision or that 
can no longer maintain required pro- 
duction rates is a first-rank candidate 
for retirement. However, where an 
adequate replacement policy has been 
in effect for any length of time, such 
extreme cases are not usual. Much of 
the company’s replacement money is 
spent to counteract obsolescence, 
whether caused by its own methods im- 
provements or by machinery makers’ 
technological advances. 

The effectiveness of this over-all 


‘policy is due in no small measure to 


the discretion with which it is adminis- 
tered. Top management works with its 
shop people to sift out actual from sup- 
posed needs and thus keep purchase 
requisitions within the realm of reality. 
Any capital expenditures of $50 or 
more require management authoriza- 
tion, and the higher the figure the 
higher it must go for approval. 

The company times its buying as 
much as possible to periods when the 
machine-tool market looks favorable. 
Equal care is given the development of 
a resale market for its used equipment. 
The department gets a credit not only 
for its accrued depreciation, but also for 
any amount received for the old ma- 
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chine above its book value. If the ac- 
tual sale price is below the book value, 
the deficit is deducted from the total 
available for replacements. 

Today, depreciation is based, as al- 
ways, on a percentage of the machine’s 
original cost. But the old machines 
were purchased during an era of lower 
prices than those prevailing today. If 
expenditures were limited to the same 
number of dollars as the total yielded 
by the standard depreciation percent- 
age, the average age of physical equip- 
ment in the plants would mount during 
these years. 

Accordingly, the company tries to 
keep its replacement policy flexible 
enough to meet any conditions. Over 
the long term, expenditures probably 
will average out very close to the theo- 
retical normal—not only year by year 
but also plant by plant and department 
by department. All equipment is not 
new ; much, as a matter of fact, is fully 
depreciated. 

After the general management group 
has approved the “absolute must” list 
for any budget period, it reviews the 
“desirable” list. Here it works on a 
rule of thumb that it will purchase any 
new machine or equipment which will 
pay back within a reasonable period. 

The catch in this rule is to define a 
“reasonable” period. If the equipment 
is intended to manufacture a product 
whose long-term market is not assured, 
the new machine might well be required 


_ to pay for itself during its first year. 


If the product is such that its future 
market is reasonably dependable, the 
new equipment gets the nod even 
though its annual percentage of savings 
is forecast at a much more modest fig- 
ure. In general-purpose equipment, a 
rough formula of two and one-half to 
five years for recovery of cost is used. 
Toward the end of the fiscal year 
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each plant manager is expected to re- 
port his proposed expenditures for 
equipment. He usually relies on a com- 
mittee on equipment to originate and 
sift projects of this sort. Typical com- 
position of this committee is the super- 
intendent, the master mechanic, and the 
plant engineer or layout man. After 
they have gained the plant manager’s 
general approva] of an idea, the com- 
mittee takes the first step in the formal 
procedure—filling out a triplicate for- 
mal request for purchase of equipment. 
The request form requires full details 
of prospective output, costs, and so 
forth. It must also state whether the 
machinery is additional equipment or 
replacement. This is then reviewed by 
the individuals who have a stake in the 
request, including the electrician and 
the safety engineer. With all recom- 
mendations in, it goes to the plant man- 
ager for his signature and forwarding 
of two copies to the accounting depart- 
ment. 

Here originates a six-copy expendi- 
ture authorization, to be forwarded 
through the successive levels required 
for approval. Signatures which may 
be required, in ascending order as the 
amount rises, are those of plant man- 
ager or division chief, chief accounting 
officer, division vice president, and 
president. When and if approved, 
copies go to purchasing department, 
factory accounting department, treas- 
urer’s department, accounts payable 
department, chief of division issuing re- 
quest, and department issuing request. 

Finally, a quarterly report is sent 
from the accounting department to the 
plant manager on actual cost of pur- 
chases for his plant, compared with au- 
thorized expenditures, and the extent 
to which he is overspent or underspent. 
He also gets an annual report on status 
of machinery and equipment going back 
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several years for comparison. This re- 
port covers: (1) equipment at cost— 
gross additions, retirements and trans- 
fers net value; (2) depreciation pro- 
vision, depreciation reserve; (3) book 


value of equipment available; (4) profit 
or loss on retirements ; and (5) unused 
balance of depreciation fund. 

By James S. KNowLson. American 
Machinist, August 28, 1947, p. 98:3. 


Ideas for Methods Improvement 


ITH the passing of the sellers’ 

market, foresighted -executives 
are investigating the potentialities of 
cost reduction through plant methods 
improvements. Labor cost, for instance, 
can be decreased as much as 60 to 75 
per cent by methods improvement. 
Through methods and tool life studies, 
production can be raised by 25 to 50 
per cent, or more. 

Following is a check list that may 
offer methods improvement ideas which 
will effectively cut your company’s 
costs : 


1. Can the current cost of every 
product manufactured in your plant be 
accurately determined ? 

2. Is an analysis of cost data possible 
which would isolate for close exam- 
ination the operations or processes in 
your plant that comprise the bulk of 
the direct labor payroll and that would 
offer fertile ground for cost reduction? 

3. Is the organization such that a 
concerted drive toward low cost is 
possible through closely coordinated 
teamwork among all departments? 

4. Do certain members of the or- 
ganization have to be made aware 
of the importance of cost reduction 
through some well-planted missionary 
work? 

5. Has everything possible been 
done in the way of standardization? 
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6. Does the sales forecast call for 
only as many varieties of product as 
are necessary for the volume of sales 
set as a goal? 

7. What is the policy on accepting 
orders from customers? Has a check 
been made recently to determine what 
percentage of the number of orders re- 
ceived is responsible for 5 per cent, 
10 per cent, 25 per cent, 50 per cent, 
and 75 per cent of the volume of sales? 

8. Can items for which demand is 
low be completely eliminated and the 
setup costs for short runs reduced? 

9. Can service parts be run out in 
large quantity to cover the life of the 
product and costs reduced through 
utilization of specialized tooling made 
possible by the resulting longer runs? 

10. Has the product engineering 
department recently studied the physi- 
cal properties of materials specified on 
the bills of materials with the purpose 
of substituting less costly but equally 
satisfactory materials? 

11. Has the practicality of substi- 
tuting metal stampings or die castings 
for machined parts been investigated? 
Have actual cost comparisons been 
made? Are they available now for an- 
other look-see ? 

12. Have the shop operations as 
specified in the shop routings been re- 
viewed to determine whether they can 
be combined, whether their sequence 
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can be changed, or whether they can 
be eliminated ? 

13. Has the possibility of simplify- 
ing or eliminating operations through 
product design change been investi- 
gated? Does product engineering ac- 
cept this approach, or does it resent 
such investigation ? 

14. Is the tool design department 
keeping abreast of the newest tech- 
niques by regularly reviewing the latest 
literature on tool design and occa- 
sionally visiting other manufacturing 
plants? 

15. Has automatic equipment re- 
ceived careful consideration in the se- 
lection of the manufacturing processes 
used in your plant? 

16. Have electric recording devices 
coupled with automatic or semi-auto- 
matic control been investigated with 
the purpose of overcoming the human 
equation and increasing accuracy of 
cyclical operations? 

17. Are different pieces. of equip- 
ment in the plant running at different 
speeds because the work requires this, 
or are they different because no one 
has taken the trouble to determine the 
one best speed and raise all machines 
to it? 

18. If your shop is laid out on the 
job shop or departmental basis, has 
any thought been given the possibility 
of using some straight-line production 
even for a small portion of the work? 

19. Are such speeds and. feeds util- 
ized in everyday shop practice that the 
equipment and tools are being run as 
fast as such. machinery and tools in 
good condition should operate? 

20. Are any pieces of equipment 
running with worn parts because re- 
placement parts could not be procured 
during the war and because no one pays 
any attention to them now? 
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21. Since the additional cost of 
tungsten carbide cutting tools is war- 
ranted only if these tools are used cor- 
rectly, are these tools properly used 
and maintained in your plant? 

22. After methods and tool life 
studies have succeeded in increasing 
production, is there sufficient control 
of the processes in your shop to insure 
that savings will in fact be realized? 

23. Are tool costs controlled by 
procedures which insure that: (a) tools 
are built as designed ; (b) tools are not 
altered without specific permission and 
instruction from the tool design depart- 
ment; (c) changes in tools as required 
due to product changes are authorized 
by the tool design department only; 
(d) whenever a tool is changed, its 
drawing is correspondingly changed ? 

24. Is quality control collecting 
such data as might be useful in a cost 
reduction program by investigating 
high scrap losses and determining their 
causes ? 


25. After scrap losses have been 
reduced as far as possible, does a sal- 
vage program exist by which parts 
that can be repaired at reasonable cost 
are returned to production ? 

26. Is control of materials such that 
management can feel certain materials 
are not being lost through improper 
diversion, either wasteful or willful, ob- 
Solescence, deterioration, damage be- 
cause of careless or too frequent han- 
dling, theft? 

27. Since plant layout is a fruitful 
source of cost reduction moves, are up- 
‘to-date drawings of the plant facilities 
and equipment available for use in a re- 
examination of layout in view of 
present-day needs? 


28. Are jobs in the plant properly 
classified and priced through job eval- 
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uation so that the lowest cost job clas- 
sification can be used for each 
operation ? 

29. Does top management consider 
the foremen important members of the 





Pension Plans 


RECENT Dartnell survey of pen- 

sion plans for salesmen conducted 
among 112 representative companies 
revealed that 41, or more than one- 
third, include salesmen in their pension 
plans, 65 have no pension plans for sales- 
men, four handle the problem of retir- 
ing employees on an informal personal 
basis, and two have special pension 
plans for the sales force. It is signifi- 
cant that, among the 65 with no pension 
plan for salesmen, 23 companies report 
that some arrangement is under con- 
sideration. 

Opinions about the need for pension 
planning for salesmen showed consider- 
able variation. Some felt quite strongly 
that management has a definite respon- 
sibility for providing retirement bene- 
fits for its sales employees. Others ex- 
pressed the view that their salesmen 
were earning substantial salaries and 
that they should be expected to manage 
their personal financial planning them- 
selves. 

Informal Retirement Plans. Ar- 
rangements for pensioning on an in- 
formal basis are generally used either 
by companies who employ only a few 
salesmen or where the age level of the 
sales force is low enough so that the 
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cost-reducing team? Through training 
by top management, are supervisors 
familiarized with the tools of methods 
improvement and cost reduction? 

Mill & Factory, May, 1947, p. 89:1. 


for Salesmen 


problem is not an immediate one. Such 
plans usually provide benefits based on 
some percentage of the salesman’s aver- 
age salary, determined in individual 
cases on the basis of length of service. 
Use of an informal plan eliminates the 
complicated bookkeeping and contrac- 
tual relations required under contribu- 
tory plans and may offer the best 
solution for small organizations. 

Non-Contributory Plans. Among 
the organizations which have plans 
covering salesmen and other salaried 
employees, 16 reported pension systems 
paid for entirely by the company; 19 
have arrangements in which company 
and participating employees pay; and 
two have both. 

Whether or not the employee con- 
tributes seems to depend in part on 
whether the purpose of the plan is to 
provide payments above the salary levei 
protected by Social Security, in which 
case contributory arrangements are 
more common, or below that level, in 
which case the company bears the cost. 
One large company, for instance, which 
has both contributory and non-contrib- 


utory plans, permits only employees © 


earning $3,000 a year or more to par- 
ticipate in the contributory program. 
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A fairly typical non-contributory 
plan, in effect at one furniture com- 
pany, provides : ; 


1. Establishment of a trust fund admin- 
istered by a trustee. 

2. Agreement by the company to pay 
in a proportion of net earnings—in 
this case 10 per cent. 

3. Setting of a minimum ‘time limit 
which employees must work before 
being enrolled—two years in this 
agreement. 

4. Allowance for the possibility of new 
employees coming in through a mer- 
ger. The program provides that 
service with such an organization 
will count as service under the plan. 

5. Permission for leave of absence, sick 
leave, or leave-for military service to 
be taken without affecting continuity 
of employment, 

6. Forfeiture of all rights in cases of 
voluntary resignation or discharge 
for cause. 

7. Accounting to employees annually of 
their share in the trust. 

8. Setting of a normal retirement age. 

9. Protection of rights of employees 
who do not stay with the organiza- 
tion until retirement age because of 
illness or death. 

10. An escape clause for the company, 
permitting it to give up the system 
at any time. 


Though these points are almost al- 
ways included in instruments setting up 
non-contributory trusts, they are not 
always solved in the same way, of 
course. This is particularly true of the 
methods by which an employee’s share 
is calculated. The system used by one 
company provides for older employees 
40 per cent of average annual salary 
for the five years preceding retirement, 
but specifically omits commissions over 
$4,000, merit awards, and bonuses for 
salesmen. For workers hired since 
1942 it provides 2 per cent of the 5-year 
average multiplied by the number of 
years of employment. Both arrange- 
ments are “less any benefits payable 
under Social Security.” 

A large glass company uses an en- 
tirely different approach, paying $1 per 
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month for each year of employment to 
a maximum of $35 a month. Employees 
must have been with the company a 
minimum of 10 years to participate. 

Other points considered are also 
solved in a variety of ways. One com- 
pany, for example, contributes 50 per- 
cent of net profits in any year when 
such profits are more than $10,000, 
with a ceiling of 15 per cent of the pay- 
roll. Another puts aside a flat 10 per 
cent of net profits. Still another con- 
tributes either 10 per cent of profits be- 
fore taxes or 50 per cent of profits in 
excess of $400,000, whichever is the 
greater. 

Certain matters, however, are fairly 
standardized. The retirement age is 
almost always 65, occasionally with 
provision for retirement on a smaller 
pension after 55. New employees are 
not eligible for membership until after 
a waiting period, usually either two or 
five years. Administrators of the trusts 
are almost always banks or insurance 
companies. A majority of the plans 
give the employee some return on his 
share in the trust if he leaves the com- 
pany after a specified time interval, con- 
ventionally 10 years. One of the plans 
mentioned earlier is unusual for its pro- 
vision that new employees entering the 
company through a merger will have 
the same rights as others; the usual 
agreement provides that such workers 
will be considered as working for the 
company only after the merger date. 

Contributory Retirement Plans. 
Again, as in the case of non-contribu- 
tory plans, differences in method 
showed up frequently. One plan calls 
for employee contributions of a straight 
2% per cent of salary and guarantees 
“the company’s contributions will pro- 
vide more than half the retirement an- 
nuity for an employee who participates 
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until rétirement date.” Another takes 
from participating employees 2 per cent 
of the first $250 a month plus 4 per 
cent of the balance of basic pay. 

Since these plans include money from 
the employee, they must provide some 
way of paying the employee’s share of 
his fund in the event that he leaves the 
company. One company offers a typi- 
cal option: The worker may receive 
his contributions plus interest in cash, 
or, if he has contributed enough to 
build an annuity over $60 a year, he 
may receive an annuity at 65 in the 
amount provided by his own contribu- 
tions. In the event an employee dies 
before retirement age his beneficiary re- 
ceives the sum of his contributions plus 
interest. Provision is also made for 
payment of the total sum of his contri- 
bution if he dies after retirement but 
before his own contribution has been 
exhausted by payments. 

Special Salesmen’s Pension Plans. 
One company which operates a pension 


plan made to order for its salesmen de- 
posits for each salesman each year 10 
per cent of net profits up to 15 per cent 
of salesmen’s total earnings under 
$5,000 and 734 per cent above $5,000. 
Men who leave before retirement age 
receive 15 per cent of the amount in 
their fund after three years of service, 
5 per cent more for each additional 
year, and the full sum after 20 years. 

One very unusual pension arrange- 
ment for salesmen was worked out by 
salesmen themselves. If a salesman dies 
or becomes disabled his accounts are 
divided among the other salesmen. 
However, during the first year after the 
man’s death he or his beneficiary re- 
ceives 50 per cent of the earnings from 
his accounts during the first year, 40 
per cent the second year, 30 per cent 
the third year,-20 per cent the fourth 
year, and 10 per cent the fifth year. 

From Pension Plans for Salesmen, 
The Dartnell Corporation, Chicago, 
1947. 


The One-Trip Beer Bottle 


fi fern most significant glass packaging event of 1947 is the advent of the one- 


trip beer bottle in the postwar domestic market. The effects of widespreaa 

- acceptance of this non-returnable, throw-away container are certain to be great; 

they may well be spectacular—even revolutionary. And these effects will be evi- 

dent not alone in the brewing trade. The long-range repercussions will be felt 

by the glass container industry profoundly and directly; by all the glass packaging 

industries indirectly. The ultimate effect will be beneficial to all users of glass 
containers. . 

Glass company executives estimate the ultimate market for the one-trip bottle 
as ranging from 10,000,000 gross to 60,000,000 gross a year. The 60,000,000,- 
gross figure equals almost 52 per cent of the record 1946 production of glass 
containers of all types. In view of this, none of the manufacturers expects the 
sale potential for one-trip bottles to be reached quickly. 

Whether the one-trip bottle will displace the established returnable container 
to any appreciable extent cannot now be foreseen with reasonable accuracy. 
The most conspicuous tendency in American buying today is price resistance; 
but desire for convenience is more deeply ingrained and psychologically more likely 
to prevail over a long term. If a compromise between price and convenience 
can be effected—for instance, if the difference in the retail prices of beer in return- 
able bottles and beer in non-returnable bottles can be halved—the one-trip beer 
bottle may surpass the most optimistic prophecies. 

—Roypen Stewart in The Glass Packer 6/47 


The Management Review | 





Retail Robots Revolutionize Marketing 


ROWTH of mechanical mer- 

chandising is the most impor- 
tant development in modern marketing. 
The completely mechanized grocery 
store where shopping is handled auto- 
matically by machines is typical of the 
robot merchandising of tomorrow. In 
the mechanical grocery there are no 
confusing stacks or shelves of mer- 
chandise; no perambulators to push or 
packages to carry ; and a housewife can 
do her marketing in less time than it 
takes to make out her shopping list. 

In a quiet atmosphere she can make 
her selections from a sample of each 
item displayed on colorful illuminated 
panels around the walls or on islands 
in the center of the store. All she will 
have to do is to pick an order ticket 
showing the item and the price from a 
rack beside each sample. After she 
has collected a ticket for each item de- 
sired, she simply takes her tickets to 
the cashier at the front of the store. 
The cashier inserts them in a slot ma- 
chine which records each item and its 
price on a slip, totals the purchases, 
and automatically provides a receipt, 
like a cash register. 

Simultaneously, the slot machine re- 
leases each of the selected items from 
bins in an adjoining stock room onto 
a conveyor belt which moves the pur- 
chases to the cashier’s counter, where 
they are bagged, ready for delivery by 
the time the change is counted. 

This new mechanical store, which is 
scheduled for construction as soon as 
materials are available, will be as differ- 
ent from present grocery stores as a 
modern, mechanized assembly-line fac- 
tory is different from an old-fashioned 
blacksmith shop. Its principle may be 
applied with equal success in all types 
of convenience stores selling packaged 
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goods, such as drugs, tobacco, station- 
ery, and confectionery. 

Automatic laundries, which offer the 
use of washing machines at the rate of 
25 cents for each 10 pounds of laundry, 
are spreading rapidly to dozens of 
cities. The chain offering this service 
now numbers 1,000 stores in 45 states 
from coast to coast. More than 300 of 
these automatic stores are in greater 
New York with others in Chicago, 
Boston, Philadelphia, and South Bend. 

Driving along a lonely highway late 
at night with filling stations closed and 
your gas tank empty will no longer be 
a nerve wracking experience when 
automatic filling stations, now planned, 
are in operation. All you will have to 
do will be to drive into the nearest 
automatic filling station any time of 
day or night, put a coin in the slot, and 
draw enough gasoline to get you to 
your destination. 

During the past 20 years, automatic 
merchandising has grown from small 
beginnings to an industry distributing 
$500 million worth of merchandise 
annually. A large food distributor pre- 
dicts that automatic sales will exceed 
$3 billion annually in the next 10 years. 

Merchandise for immediate con- 
sumption—such as chewing gum, ciga- 
rettes, cigars, beverages, packaged 
foods, nuts, and candy—is best adapted 
to automatic sale. There are approxi- 
mately 250,000 automatic cigarette 
salesmen which sell more than 750,- 
000,000 packages annually for a gross - 
of more than $100 million. Packaged 
candy is a close second to cigarettes in 
total automatic sales volume. More 
than $23 million worth of candy— 
roughly 7 per cent of all candy sold 
annually in the country—is vended by 
machines. A rapidly increasing volume 
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of soft drinks is being sold automati- 
cally by an estimated 120,000 auto- 
matic carbonated beverage dispensers. 
There are about 1,000,000 chewing gum 
and peanut vending machines in opera- 
tion. 

While rapid progress is being made 
in the automatic sale of foods, drugs, 
cigarettes, and beverages, equally 
marked advances are taking place in 
the mechanical vending of numerous 
personal services, including railroad 
tickets, letter typing, shoe shines, tele- 
grams, and accident insurance. In 
addition, the long-established auto- 
matic services of parcel lockers, weigh- 
ing scales, recorded music, and the 
like, are being expanded rapidly. 

Aviation accident insurance, perhaps 
one of the most interesting of these ser- 
vice items offered by mechanical ven- 
dors, is being sold now by a robot agent 
called Insurograph. This mechanical 
insurance salesman is being operated 
experimentally by the Associated Avia- 
tion Underwriters. It employs the 
same principles as a cash register and 
billing machine, and is as simple in 
operation as a chewing gum coin-in- 
the-slot unit. Air travelers simply de- 
posit a quarter in the slot and receive a 
policy providing them indemnity for 
loss of life, limb, or sight while in 
transit as a passenger on specific air 
lines. The customer pushes a button 
releasing a contract for $5,000 damages 
for specific injuries when traveling on 
the air lines named in the contract. The 
time and date of issuance is automati- 
“cally stamped on the contract, which 
must be filled in by the insured with 
his name, address, and beneficiary. By 
depositing a second quarter, the traveler 
can secure an additional $5,000 cover- 
age. A maximum of $25,000 insur- 
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ance may be purchased for any trip by 
any individual. : 

One of the principal problems which 
has retarded the development of auto- 
matic merchandising has 
loss in revenue—more than $300,000 
annually—suffered by owners and 
operators of coin-actuated equipment 
through the use of slugs, counterfeits, 
and foreign objects fed into the ma- 
chines by customers. However, that 
problem has been solved by John 
Gottfried, a St. Louis mechanical 
genius. Gottfried is the inventor of 
an automatic slug rejector which em- 
ploys mechanical and magnetic means 
to gauge the size, alloy, and hardness 
of objects inserted in vending machines 
and separates legitimate coins from 
counterfeits. 

Separate types of rejectors are de- 
signed to handle either 5-, 10-, or 25- 
cent coins in a single unit, or penny, 
nickel, and dime combinations, or other 
pairs of U.S. coins. Special rejectors 
are available for handling the foreign 
coins of 23 nations. 

Another serious automatic merchan- 
dising problem has been that of making 
change. One out of five sales have been 
lost when customers have failed to have 
coins of correct denomination to fit the 
machine. This problem recently has 
been solved by the invention of an auto- 
matic coin changer, another ingenious 
development of Gottfried. 

The coin changer makes possible the 
sale of five-cent merchandise to a cus- 
tomer who has only dimes and quarters 
by returning one to four nickels in 
change for the deposit of a dime or a 
quarter respectively. With machines 
equipped with this new device, sellers 
can change sales prices as often as 
desired. 
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y Lower cost store operation is made machines who contend that automatic 
possible by automatic vending through merchandising is economically justi- 
h the elimination or reduction of wages; fied. Vending machines create a great 
0- lower rent, because smaller, more com- many jobs for skilled mechanics and 
1e: pact sales space is needed; lower han- mechanical engineers engaged in de- 
0 dling cost through the elimination of signing and servicing coin-in-the-slot 
id wrapping or change-making. All these salesmen. In no instance has the use 
nt economies combine to provide greater of an automatie merchandiser displaced 
iS, operating profits, a portion of which a man or a woman from a job, but 
a- may be applied to lower prices and thousands have been given employment 
at increased distribution. in the upkeep and manufacture of ma- 
hn Objection to robot merchandisers on chines and in the preparation of the 
-al the ground that they will create wide- products they sell. 
of spread unemployment by displacing re- By BERTRAND R. CANFIELD. Ad- 
m- tail sales persons is not valid, accord- vertising & Selling, August, 1947, p. 
ns ing to makers and operators of vending 33:6. 
SS 
l . . . 
a Estimates of National Income and Product. Revised 
"ae Department of Commerce has just completed a special supplement to its 
1 _& Survey of Current Business, a top-to-bottom revision of its estimates of national 
ec income and national product from 1929 to date. These series are probably the 
25- most widely used business statistics in the world. 
ny During the past 10 years, business men have learned to use the national income 
: estimates to tackle problems ranging all the way from how much to pay the office 
her boy to when to bring out a new product. _ 
ors Economists take them as starting points for forecasting. Analysts use them 
to check the progress of a particular company against trends in the rest of the 
gn economy. Marketing men depend on them in calculating sales potentials and in 
setting salesmen’s quotas. 
an- Publication of the revised estimates—covering the whole period from 1929 to 
. date—means that most of the calculating will have to be done over again. But 
ing to compensate for the extra work, the revision gives business men much more 
een detailed breakdowns and better estimating procedures than they ever had before. 
ave The new definition of national income differs from the old in five main ways: 
(1) it includes the rental value of owner-occupied houses; (2) it counts corporate 
the profits before taxes rather than after; (3) it includes the value of food and clothing 
has furnished members of the armed forces, government allowances to their depend- 
ents, and the government’s contribution to military life insurance funds; (4) it 
1to- excludes interest paid on the government debt; and (5) it excludes business profits 
ous of losses on inventory resulting from price changes. 
The net effect of all these changes is to raise the general level of the national 
income and national product estimates. Before 1940, the boost is fairly small. 
the But for the war years—when corporate taxes and the value of food and clothing 
cus- furnished the armed services were running high—it amounts to as much as $21 
billion a year. ‘ 
ters —Business Week 7/26/47 
; in 
a, . IN THE TWENTIES, selling effort (as represented by selling costs) increased 
ines $9,000,000,000, and income went up $23,000,000,000; we lopped off $14,000,000,000 
llers in selling effort in 1930-32, and income plummeted $33,000,000,000 ; from then 
: a until our entry into World War II, income went up $3.50 for every additional 
$1.00 in sales effort. 
—Sales Management 8/15/47 
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FINANCIAL MANAGEMEN: 


Reducing Past-Service Benefit Costs 


HE one factor which more than any 

other seems to cause companies to 
postpone the adoption of a retirement 
. plan (or decide against it completely ) 
is the cost of providing benefits for 
services rendered before the plan was 
adopted. 

‘But past-service costs are only the 
result of delay in establishing a pension 
plan. If a corporation were to adopt a 
plan soon after it began operations, 
there would be little or no past-service 
_ cost. With each year of delay that item 
increases in size. 

Therefore it is unwise to defer the 
adoption of a plan, no matter how large 
past-service costs have grown. Even if 
a company plans to fund the past- 
service costs, it can spread the cost over 
a period of 10 or 20 years, or even 
longer. If that method is not practical 
in a given case, then some other way 
can be found to provide adequate bene- 
fits for employees who have worked for 
the company for many years prior to 
the adoption of the plan. Careful study 
of payroll data will always suggest a 
means to assure sufficient pensions for 
most of the employees at a reasonable 
cost. 

For example, one nationally known 
steel company recently adopted a retire- 
ment plan under which benefits for 
future service only were funded. While 
benefits for past service were also fixed, 
the management felt that it was eco- 
nomically unwise to assume an obliga- 
tion of $10,000,000 to fund them, but 
hoped, expected, and intended to pay 
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past-service benefits from working cash 
at the retirement of employees if profits 
warranted it. 

Other methods of reducing past- 
service costs are: 


1. Years of service may be credited only 
for service rendered after a certain 
age has been reached, such as 30, even 
though a participant may have been 
employed at 18 or 20. 

2. If the plan provides a waiting period 
for new employees, the corresponding 
number of years may be eliminated in 
computing the credited years of past 
service for older employees. 

3. The exclusion of employees over a 
certain age (such as 55 or 60) at the 
adoption of the plan will save much 
of the past-service costs. In a pro- 
vision of this type, the company may 
contemplate paying retirement benefits 
to the excluded employees from its 
current earnings. 

4. A company may set a maximum on 
the number of years of credited past 
service. For instance, a plan may 
provide that no employee shall be 
entitled to more than 20 years, or even 
10 years, of past service. 

5. Past-service benefits may be com: 
puted on average earnings from the 


time of employment rather than on 


the rate of compensation at the effec- 
tive date of the plan, which is gen- 
erally higher. Or, they may be based 
on average earnings for the 10 years 
preceding the adoption of the plan 
Thus, if the present hourly rate is 
$1.20, and the average over the 10- 
year period amounted to 90 cents an 
hour, substantial savings will result. 

6. Pensions can be restricted to a maxi- 
thum, such as $500 a month. The 
same effect can he achieved by limit- 
ing the amount of total earnings con- 
sidered in computing benefits to say, 
$12,000 a year. 


There are many other possible varia- 
tions. In applying any of them, it 


should be remembered that the em-. 
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ployer must strike a balance between 
the interests of the employees who were 
with the company before the adoption 
of the plan and the interest of future 
employees. Older employees certainly 
have as much right to adequate benefits 
as future employees. On the other 
hand, as the president of a paper com- 
pany expressed it, future employees 
should not be penalized by receiving 
inadequate pensions, or no pensions at 
all, simply because management in the 
past had failed, or had been unable, to 
set aside funds for this purpose. 

It can be said generally that allowing 
past-service credits back only to a cer- 
tain age, such as 30, and computing 
benefits on the average earnings of 10 
years preceding the adoption of a plan, 
seem to be proper and effective means 
of reducing past-service costs. If these 
methods fail to produce the required 
saving, it may be better to pay equiva- 


lent benefits from current earnings, in 
preference to funding benefits in ac- 
cordance with some formula which re- 
duces pensions below a_ subsistence 
level. 

Past-service costs may also be re- 
duced without affecting the benefits 
themselves. Many employers decide in 
favor of staggering retirement during 
the early years of a plan. For instance, 
all participants who are over 60 at the 
inception of the plan may be retired on 
the fifth. anniversary of the plan, or 
upon reaching the age of 70, whichever 
event occurs first. This alternative does 
not make the retirement plan ‘fully effec- 
tive at the outset, but it is often favored 
for psychological reasons. It gives the 
older employees some time to adjust 
themselves to the idea of retiring before 
they actually leave. 

Central Hanover Pension Bulletin, 
July, 1947, p. 1:2. : , 


Accounting Information for Labor Unions 


ABOR’S plea for the presentation 

of more information about busi- 
ness earnings was renewed by William 
Green in a recent editorial in the 
American Federationist: 


Workers as well as management should 
have the facts of their industry and their 
employing company, so that their policies 
can be guided accordingly. No manage- 
ment would conceal essential facts from 
investing stockholders. Since workers 
make an equally important contribution to 
the company’s earnings, they are entitled 
to know how the earnings are distributed. 
When employers realize their moral re- 
sponsibility to give workers an account- 
ing on what happens to the goods and 
services they help produce, labor relations 
will reach the level of honest, open nego- 
tiation. Under such a relationship, our 
economy would have a better chance to 
maintain high levels of production and 
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earnings with a proportional purchasing 

rower. 

One point which has.been stressed 
in this journal is of fundamental im- 
portance—a company which decides 
that it will disclose its financial affairs 
to labor must make up its mind that 
the disclosure will be wholiy objective 
and unbiased if itis to have beneficia: 
results. Many company reports to em- 
ployees have been of little value because 
management failed to resist the temp- 
tation to use them as vehicles for 
propaganda. In other words, financial 
information has been presented in a 
manner designed to lead the reader to 
conclusions which would be favorable 
to the management’s purposes. This 
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kind of coloration is unlikely to escape 
detection, and its result may be more 
damaging to management’s _ position 
than otherwise. 

A reader offers a specific point to 
illustrate this general premise. He calls 
attention to the suggestion that in an 
income statement designed for labor’s 
information. dividends should be stated 
separately as the “realized” reward of 
capital, on the theory that earnings 
reinvested in the business may never 
be distributed to stockholders. A letter 
quoted in the May, 1947, issue of this 
journal went so far as to say that when 
earnings are reinvested future profits 
from the additional investment will be 
distributed roughly in the proportion 
of past wages and dividends, and that 
“earnings plowed back are no more an 
asset to stockholders than to em- 
ployees ... .” 

Our’ present correspondent suggests 
that labor union analysts will detect a 
flaw in this reasoning. He points out 
that reinvested earnings may increase 
future profits, and that management’s 
compensation is frequently related to 
profits; that stockholders may benefit 
from reinvested earnings by an increase 
in the market value of their shares, or 
by future stock dividends ; but that the 





individual worker in the shop has no 
title to such benefits nor any hope of 
receiving them, since increased employ- 
ment may mean more employees but 
not. necessarily more wages for each 
worker. 

On the other hand, it must be rec- 
ognized that so-called reinvested earn- 
ings may take the form of increased 
working capital or unappropriated sur- 
plus which may be used to maintain 
employment in loss years. In this case 
labor would be the greatest beneficiary. 
But retained earnings may, of course, 
serve as a kind of insurance fund for 
protection of the stockholders’ capital 
in the event of declining business and 
losses. Again, reinvestment of earn- 
ings in the hope of additional profits 
may be fruitless and of benefit to no- 
body. 

The moral is that generalizations are 
dangerous. Any financial reports in- 
tended to be useful to labor should be 
meticulous in their explanation of the 
sources and disposition of earnings, if 
they are to be effective as the basis for 
fair collective bargaining in an atmos- 
phere of mutual confidence and good 
will. 

The Journal of Accountancy, Au- 
gust, 1947, p. 90:2. 


Who Owns American Corporations? 


IX answer to this question, a recent Associated Press story points out that it 
is the people who own business, rather than the vested interests, Wall Street, 


or the international bankers. 


According to AP, stockholders of five big companies in representative fields 
total 1,684,868—enough people to make the fourth largest city of the United States. 
If you were to combine the populations of Nevada, Wyoming, and Delaware, you 
would still not have as many people as own the American Telephone & Telegraph 


Company. 


Its 700,000 stockholders would make a city the tenth largest in the 


country; and it has 200,000 more owners than it has workers. 

Another example are the stockholders of the Pennsylvania Railroad, which 
outnumber employees almost four to three. Stockholders live in every state of the 
union, average 60 shares per person. 





—American Business 7/47 
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A Banker Tells How to Get Capital 


T has been said that bankers are 

always eager to lend money to com- 
panies that can prove they do not need 
it. The implications of this statement 
are, of course, not true, and yet it may 
seem so to small companies that come 
to bankers seeking loans for which they 
have little or no collateral. The prob- 
lem of collateral for such companies 
has been solved to a great extent in 
recent years by the ever increasing 
use of warehouse receipts as commer- 
cial paper. By storing his inventory— 
raw materials or finished products—in 
either a public or a field warehouse, 
the business man can provide himself 
with gilt-edge collateral which any bank 
in the country will gladly accept. 

Warehouse receipts, as if by magic, 
turn merchandise previously dormant 
as collateral into liquid assets. Goods 
thus stored are not liable for the debts 
of their owner except those due to the 
holder of the receipt ; they may not be 
attached except for storage charges of 
the warehouseman; and they may be 
specifically insured. In addition, they 
are eligible for rediscount by Federal 
Reserve Banks, and in most states, 
bankers are allowed to lend a greater 
percentage of their capital on ware- 
house receipts than on open credit. 

The banker, being thus assured of 
as complete control over the merchan- 
dise as if it were locked in his own 
vaults, is eager to make loans with 
warehouse receipts as collateral. 

The difference between public ware- 
houses and field warehouses is that 
public warehouses perform storage and 
handling services for the manufacturer 
—providing him additional space where 
his raw materials or output can be 
stored by experts—and offer this finan- 
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cial service as well. Field warehouses, 
on the other hand, function solely for 
financial purposes and bring the ware- 
house to the goods, rather than the 
goods to the warehouse as they are 
established on the manufacturer’s own 
premises. The receipts obtained, and 
their validity in financial circles, are 
the same in either case. ; 
Whatever the product, the ware- 
houseman acts as a third party in the 
picture, between the bank and the com- 
pany wishing the loan. Steps neces- 
sary in arranging such a loan include: 


1. The manufacturer (or other busi- 
ness man) stores his inventory in a public 
merchandise warehouse, or engages a field 
warehouse company. In cases where field 
warehousing is used, warehouse space is 
created by the expedient of the field ware- 
housing firm leasing a portion of the 
manufacturer’s or business man’s prem- 
ises, posting proper signs on leased ware- 
house space, and maintaining same under 
lock and key, with a custodian responsible 
only to the warehouse company. 

The warehouseman (public mer- 
chandise warehouseman or field ware- 
houseman) issues a receipt describing the 
inventory. A standard form for such re- 
ceipts has been approved by the American 
Bankers’ Association, the American 
Warehousemen’s Association, arid the De- 
partment of Commerce, and all matters 
concerning the use of such receipts are 
governed by the Uniform Warehouse Re- 
ceipts Act, which has been accepted and 
incorporated in the statutes of all 48 
states (as well as the District of Colum- 
bia, Alaska, the Philippine Islands, and 
Puerto Rico). 

3. This receipt is then presented to the 
bank where it is accepted as sound col- 
lateral. Amounts of loans made on ware- 
house receipts range anywhere from 50 to 
100 per cent of the value of the merchan- 
dise, depending on the type of inventory, 
rate of turnover, financial condition of the 
operator, and possible fluctuation of the 
commodity while in the warehouse. 

4. When the company wishes to with- 
draw merchandise stored under a ware- 
house receipt which has been used as col- 
lateral, it repays the loan on that portion 
of merchandise which it wishes to with- 
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draw. The bank then issues instructions 
authorizing the warehouseman to allow 
such goods to be withdrawn. 
Warehouse receipts are of two types 
—negotiable and non-negotiable. Non- 
negotiable receipts, as the name implies, 
are those which may not be transferred 
except by assignment with proper 
notice to warehouseman and storer and 
are then good only to the specific party 
named and are not considered nego- 
tiable instruments. Goods stored under 
non-negotiable receipts are delivered 
only to the order of the person to 
whom the receipt is issued. For in- 
stance, a canner may store his mer- 
chandise and have a non-negotiable 
receipt issued in the name of the bank 
from which he is borrowing the money. 
Then the goods may be released only 
by order of a designated officer or offi- 
cers of the bank. Frequent checks can 
be made with the warehouse company 
as to remaining balances. 
Negotiable receipts, on the other 








hand, are made out to the storing party 
and transferred to the bank. While 
valid, the negotiable receipt does not 
give the financial institution quite as 
much protection as does the non- 
negotiable receipt issued in the name 
of the bank. Also, in case of partial 
release on a negotiable receipt, it is 
necessary to present the receipt to the 
warehouse company at the time of 
release, and after endorsement is made 
by the warehouse company the receipt 
must be returned to the financial insti- 
tution. This sometimes requires sev- 
eral days, especially if the warehouse 
company is located some distance from 
the bank, ‘ 

In either case, however, the ware- 
house receipts provide a means by 
which the manufacturer or other busi- 
ness man may obtain the ready cash so 
necessary to keep his firm in operation. 


By Roy H. Crarx. The Controller, 
August, 1947, p. 393:2. 


Extent of Insurance and Pensions in Industrial Employment 


NSURANCE and pension plans 
financed wholly or partly by em- 
ployers have been widely adopted, ac- 
cording to wage surveys made by the 
Bureau of Labor Statistics in 1945 and 
1946. Nearly half of the establishments 


in manufacturing. maintained some 


types of protection for their workers— 
over and above the benefits prescribed 
by Social Security law. The proportion 
furnishing such protection among seven 
non-manufacturing 


industry groups 
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ranged from 14 per cent to 86 per cent. 

Over two-fifths of the 15,636 manu- 
facturing establishments surveyed by 
the Bureau during 1945 and °46 had 
some type of insurance and/or pension 
plan. Health and life insurance were 
by far the most prevalent types. Pen- 
sion plans were comparatively uncom- 
mon, in part owing to the benefits avail- 
able under the Social Security Act. In 
the textile, chemical, and metalworking 
industry groups, about the same pro- 
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rty portion of employers extended insur- 
rile ance and/or pension benefits to office 
not and plant workers alike. By contrast, 
as in the apparel industries (exclusive of 
on- men’s and boys’ suits and coats) the 
me 4 proportion of establishments which had 
tial instituted plans for office workers was 
is considerably less than half as great as 
the for those having provisions for plant 
of employees. However, the office em- 
ade ployees in total apparel employment are 

‘ipt relatively unimportant, numerically. 
sti- Some establishments provide more 
ev- than one type of plan and have been in- 
use cluded in the figures for each type of 
om plan they provide. However, each 
establishment has been counted only 

mie once in the total number of plants. 
by The textile industry, with 60 per cent 
sai. of the mills surveyed operating some 
= type of insurance or pension system, 
aac ranked highest among the four separate 
manufacturing groups studied. In ap- 
ler, parel and chemicals, 55 and 56 per cent 
of the establishments, respectively, had 





some type of program; the proportion 
in the metal-working industries was 44 
per cent. 

Considering the seven individual 
non-manufacturing industries (automo- 
bile repair shops, clothing stores, de- 
partment stores, electric light and 
power, limited price variety stores, 
power laundries, warehousing) for the 
country as a whole, only 14 per cent of 





> 
on the power laundries as compared with 
ent. 86 per cent of the electric light and 
nu- power systems had established insur- 
by ance or pension plans. In other indus- 
had tries, the proportion ranged from 24 per 
sion cent in warehousing and storage estab- 
ere lishments to 57 per cent in department 
en- stores. As in manufacturing, life and 
om- health insurance predominated in every 


industry. Pension plans were signifi- 
cant in the electric light and power in- 
dustry and in department and limited 
price variety stores. 
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Striking regional differences in the 
extent of pensions and insurance ex- 
isted among the industries studied. The 
concentration of various industries in 
certain regions has probably led to more 
uniform and widespread practices in 
these industries. Insurance and pen- 
sion plans have been more widely 
adopted in some low-wage than high- 
wage manufacturing industries, as indi- 
cated previously by their extent in tex- 
tiles and metalworking. Collective bar- 
gaining has also influenced the adoption 
of these plans. Prior to World War II, 
insurance or pension provisions were 
seldom written into the union-employer 
agreements, but currently a substantial 
number of the contracts in apparel, tex- 
tiles, machinery, paper and retail trade 
contain specific provisions relating to 
these benefits. Size of establishment 
and location in terms of size of com- 
munity appear to be important factors. 
The fact that employer participation 
represents a labor-cost item, particu- 
larly important in the case of marginal 
employers, helps to account for part of 
the variation among industries. 

Manufacturing: The largest number 
of establishments studied by the Bureau 
were located in the Middle-Atlantic and 
Great Lakes States. The former, with 
51 per cent of the plants studied having 
insurance or pension systems for plant 
employees, ranked higher than any 
other region, but only slightly higher 
than the Middle-West, New England 
and the Great Lakes. Among the four 
industry groups the Middle-Atlantic 
area had the highest proportion of in- 
surance and pension plans only in ap- 
parel. This industry is extensively 
unionized and, especially the women’s 
apparel branch, is largely concentrated 
in New York City. In fact, a majority 
of the women’s apparel establishments 
in the Middle-Atlantic region operated 
under union agreements which pro- 
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vided for a vacation-health fund to 


which employers paid a fixed per cent * 


of their payroll and from which. the 
union distributed sickness benefits in 
accordance with an established scale. 
The Great Lakes region accounted 
for over a third of the metalworking 
plants studied and about half of these 


establishments had instituted some type | 


of insurance or pension. The propor- 
tion of Middle-West plants (relatively 
unimportant in the total industry 
group) providing insurance or pension 
benefits was slightly higher. In the 
Middle-Atlantic states, only 37 per cent 
of the 1,610 metalworking plants had 
adopted such plans. 

In textiles, New England, the 
Middle-Atlantic, and the Southeast 
(named in order of prevalence of 
plans) are the major producing regions. 
Seventy-eight per cent of the New 
England as compared to 53 per cent of 
the Southeastern mills had initiated 
some sort of plan. In every region at 
least half of the plants offered some 
benefits. Similarly, the development 
was widespread in the chemical indus- 
tries, but the relative positions of the 
regions were changed, with New 
England ranking lowest (45 per cent) 


and the Southwest highest (69 per | 


cent). 

It is significant that the Pacific 
region, which typically shows the high- 
est straight-time average hourly earn- 
ings by industry, ranks among the low- 
est in extent of all types of plans, even 
though its industries are highly union- 
ized. Partial explanation may be that 
the high wage rates themselves attract 
and hold the necessary labor force with- 
out extra forms of compensation. Fur- 
thermore, a number of the industries 
were developed and expanded at a com- 
paratively more recent date than those 
in the Eastern regions. 
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The Mountain and Southwest re- 
gions only had a smaller proportion of 
plants providing benefits than the 


Pacific region. In Border and South- 
eastern states, where lower wages gen- 
erally prevail, the extent of benefits 
offered is considerably greater than on 
the West Coast. 

Non-Manufacturing: Health and in- 
surance provisions were more prevalent 
among electric light and power systems 
than in any other industry surveyed in 
all regions. Few of the power laun- 
dries, which have a relatively low wage 
level, provided any type of benefit in 
any of the regions. 

Insurance or pension provisions for 
plant workers in warehousing and stor- 
age establishments ranged from 7 per 
cent in the Southeast to 43 per cent in 
Mountain states. Plans for automobile 
repair shop workers were more preva- 
lent in most regions. In the Pacific and 
Mountain states, the lowest ranking re- 
gions insofar as prevalence of plans 
was concerned, ‘at least 29 per cent of 
the automobile repair shops were con- 
tributing to employee insurance or pen- 
sion benefits. The highest proportion 
(50 per cent) was in the Southwest 
region. 

Regional differences were rather 
large in the extent of plans for retail 
store workers. Most extensive plans 
were offered to department store work- 
ers (exclusive of office personnel) in 
the Southeast region—71 compared to 
43 per cent of the limited-price variety 
stores had some-type of provision. Cor- 
responding figures for the two kinds of 
stores in the Pacific region were 44 and 
32 per cent. The extent of provisions 
in clothing establishments ranged from 
15 per cent in- Mountain states to 47 
per cent in the Middle-West. 

Monthly Labor Review, July, 1947, 
p. 53:5. 
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Trends in Group Coverages 


ANY group insurance plans sought 
by unions contemplate a premium 
based on a percentage of payroll rather 
than fixed rates for the coverage pro- 
vided, according to a report made at the 
annual meeting of the Health & Acci- 
dent Underwriters Conference group 
insurance committee. Employers ap- 
pear to favor that plan because they 
can readily determine the cost. In cases 
where the union is instrumental in 
sponsoring the insurance program, it 
often desires to be named policyholder, 
but the desirability of this procedure 
depends largely on the financial respon- 
sibility and the administrative ability 
of the union. 

Standardization of the definition of 
“dependents” was suggested by H. N. 
Norman, American Mutual Liability 
Insurance Co. It is common now to 
include only the insured employee’s 
wife and unmarried children over three 
months and under 18 years. Some com- 
panies, however, have broadened the 
coverage to include the husband of an 
insured female employee, while others 
have gone so far as to include all 
persons of the same general family 
residence at the same address. 

Mr. Norman feels that the $150 sur- 
gical schedule is broad enough to take 
care of the needs of the average worker 
and that requests for higher benefits 
come only from executives who can 
purchase individual policies. There is 
a definite trend toward increasing mis- 
cellaneous hospital expenses over the 
standard five times the basis, due to the 
steady increase in miscellaneous hos- 
pital expenses, including new drugs, 


* medicines, and serums. 


Extended maternity benefits under 
group hospitalization after termination 
of employment, usually for nine months, 
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are now generally offered by all com- 
panies, G. H. Hipp, Employers Mutual 
Liability Insurance Co., found as a re- 
sult of a survey. Nearly all reporting 
firms offer both immediate and deferred 
maternity benefits for dependent wives, 
but most charge a higher rate for im- 
There is considerable 
variance in the amount of benefits al- 
lowed for each confinement. For pay- 
roll employees it is generally a practice 
to allow either 10 or 14 days for each 
confinement, while for dependent wives 
it varies from seven to 14 days. 

Most group insurance companies are 
reporting more satisfactory claim ex- 
perience on groups of less than 50 than 
on groups of 50 to 250, according to 
P. W. Watt, Washington National In- 
surance Co., who analyzed the effect of 
the new laws adopted by some states 
permitting group insurance on as few 
as 25 employees. Mr. Watt feels that 
85 per cent enrollment is essential in 
groups of 25 to 50 instead of 75 per 
cent. There should be a definite under- 
standing that all new employees be 
signed up in order to maintain the 
proper percentage of enrollment, he 
said. 

From a practical experience stand- 
point, Mr. Watt favors first day non- 
occupational accident. coverage and 
eighth day coverage for illness with a 
13 week limit. 

To provide continuity of coverage, 
efforts are being made to give em- 
ployees under group disability insur- 
ance an opportunity to continue their 
insurance after termination of employ- 
ment, A. M. Wilson, Liberty Mutual 
Insurance Co., stated. This is done by 
either continuing the certificate in force 
for a specified length of time by paying 
the group premium or through permis- 
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sion to purchase an individual policy 
providing comparable benefits without 
evidence of insurability. Some com- 
panies permit conversions only to cer- 
tain types of coverage. 

Only 20 per cent of the insurers sur- 
veyed require 100 per cent participation 
under a non-contributory group plan, 
C. R. Cleaver, United Pacific Insurance 
Co., reported. This 100 per cent re- 
quirement is mainly adhered to in small 
groups and where unions are involved. 
About 75 per cent of the companies 


have the standard 75 per cent require- 
ment. Only 17 per cent require that 
the employer pay the entire premium. 
Most companies give dependents full 
coverage with no waiting period except 
maternity. About half the companies 
have a flat rate for dependents, regard- 
less of number, while the balance use 
a rate for one dependent and another 
rate for two or more. 


Employee Benefit Plan Review, Mid- 
Year Issue 1947, p. 24:2. 


Mortality Experience of Wage Earners 


To vitality of American wage earners increased progressively during the 
period 1911-39, according to the latest analysis by the Metropolitan Life 
Insurance Company of occupational mortality among industrial policyholders—a 
group which may be considered fairly typical of the urban wage-earning population. 
Moreover, diseases which three decades ago took a heavy toll among workers in 
the prime of life have, in many instances, been brought under control. The fall in 
the death rate from tuberculosis offers an outstanding example. Noteworthy also 
were the large reductions in the death rates from pneumonia and accidents. 

Industrial policyholders, nevertheless, continued to have a higher mortality and 
shorter longevity than did other workers. These differences suggest the effects of 
specific occupations, though other factors, both social and economic, also play an 
important part. The death rate for industrial policyholders, however, declined 
more rapidly than that of other employed persons during the period 1911-1939, and 
the gap between the two groups has been gradually closing. 

The mortality rate of industrial policyholders declined 35.8 per cent during 
the period 1912-1938; the decrease was largest in the 25-34 age group, where it 
was 69.3 per cent. Further, the average life expectancy of an insured white male 
wage earner at age 20 rose 3%4 years (from 42.1 to 45.7 years) during the period 
1923 to 1939, and from 1912 to 1939 it rose 9 years. 

In 1938, the causes of death showing the highest rates for the group 15 years of 
age and over were organic diseases of the heart (214.1 deaths per 100,000), cancer 


(128.9), and accidental or unspecified violence (94.6). 


These were followed in 


order by chronic nephritis, tuberculosis of the respiratory system, and influenza and 
pneumonia combined, with rates of about 65 per 100,000. In 1912, on the other hand, 
tuberculosis of the respiratory system, fifth in importance in 1938, led with a rate 
of 319.9. Organic diseases of the heart (203.9) was second in 1912, followed in 
order by chronic nephritis (164.9), and accidental or unspecified violence (140.6). 

—Lovis I. Dustin and Rosert J. Vane in Monthly Labor Review 6/47 





® ABOUT 27,000 death claims, averaging $1,150 and totaling about $31,000,000, 
were paid in 1946 on group life insurance certificates in force less than one 
year, according to a Weekly Underwriter tabulation. About 6 per cent of appli- 
cants for ordinary life were denied life insurance, which means that about one in 
16 employees eligible for group insurance cannot buy regular life insurance. 
—Employee Benefit Plan Review, Mid-Year Issue 1947 
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Planning Flexible 


ERHAPS the best quick answer 
to management’s demand for flexi- 
bility of employee pension costs is con- 


*servative planning from the start, for 


the employer to “feel his way” into a 
pension or profit-sharing plan. It is 
a comparatively simple and pleasant 
matter to expand the benefits of a 
plan; it is frequently difficult and 
always unpleasant to contract them. 
Today corporations which started con- 
servative plans some years ago have 
no problem of financing their plans and 
no fear of future financing. Quite 
different is the plight of those who 
over-indulged during the war years. 

Of the more specific recommenda- 
tions for gaining flexibility, the fol- 
lowing may be of interest : 

Use a “tight” eligibility rule. Flexi- 
bility is gained if the plan includes at 
the start a comparatively small group 
of presumably permanent employees 
such as those who have completed, say, 
five years of service and have reached 
age 30 or 35. If, at the start, the plan 
includes all the employees and if subse- 
quently it is found that the cost is too 
high, management must retract, with 
the usual unfavorable employee reac- 
tion. It is better to keep the original 
group small and expand it at some later 
date if desirable. Some employers set 
up their original plans for restricted 
groups, such as salaried employees or 
for employees whose earnings exceed a 
specified amount, such as $3,000 per 
year. 

Avoid over-generosity with sever- 
ance benefits. Here again flexibility 
as to employee cost is largely a matter 
of conservative planning. When em- 
ployment is terminated during the early 
years of participation, the plan should 


September, 1947 





Pension Benefits 


provide for a return of the employee’s 
contributions, perhaps with interest at 
a nominal rate such as 2 or 2% per 
cent. The plan may further provide 
that the reserve accumulated in the 
plan from employer contributions shall 
vest partly or entirely in the termi- 
nating employee, but such a procedure 
results in loss of flexibility in employer 
cost. : 

It may be argued that when employ- 
ment is severed the employee should 
have some “separation pay,” whether 
such severance is in the early or later 
years of participation, and that vesting 
of the employer’s reserve in the em- 
ployee at time of severance solves this 
problem. Without questioning the 
merits of separation pay let us observe 
that if there is no early vesting the 
employer can give separation pay inde- 
pendent of the plan and thereby control 
the amount of severance pay he will 
grant. The accumulated reserves in 
the plan are then automatically used to 
reduce pension plan cost. 

Use a formula which ties cost to 
salary. The outside cost of past serv- 
ice benefits can usually be calculated 
since, generally, past service benefits 
are granted only to the original group. 
The dollar cost of future service bene- 
fits cannot be determined, for no one” 
can foretell the number of participants 
who will enter the plan in the future, 
or future rates of pay. 

Here flexibility as to future service 
cost is gained or lost in the type of 
pension formula used. For example, 
if the formula provides a certain per- 
centage of salary (say 1 per cent) for 
each year of future service, the future 
cost of the plan can be calculated as 
a known percentage of the salary of the 
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participant, and as the salary increases 
or decreases the increase or decrease 
in pension cost will be readily deter- 
minable by applying the percentage 
cost. 

Use a flexible funding method for 
past service costs. When pension 
credits are granted for past service the 
employer who desires flexibility in cost 
should carefully investigate the various 
ways of funding the past service bene- 
fits. While it is*desirable from the 
employer’s viewpoint to have the past 
service, as well as future service, bene- 
fits for each participant fully paid by 
the time he retires, nevertheless it is 
not essential that this be done. Maxi- 
mum flexibility is gained by not taking 
on a commitment for past service which 
requires large payments over short 
periods for each employee. In setting 
up the plan it is well to assume that 
past service cost will be spread thinly 
over as long a period as possible and 
then, if circumstances permit, speed up 
the payments. Some employers fund 
only the future service benefits and put 
past service pensions on a pay-as-you- 
go basis to keep down the possibility 
of future financial involvement. This, 
of course, has its shortcomings since, 
in time, past service costs will pyramid 
to a considerable degree. 

Use “Combination Plans.” Profit- 
‘sharing plans are of interest to em- 
ployers because the cost thereof is 
related to profits and the employer con- 
tributes only in yéars when profits are 
made. This, of course, is ideal flexi- 
bility of cost. However, profit-sharing 
plans are not as acceptable to em- 
ployees as pension trusts largely be- 
cause the profit-sharing plan will not 
solve the pension problem for many 
employees, especially the older ones. 
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The employer who is attracted to 
profit-sharing because of the flexibility 
of cost feature might well consider a 
combination pension and profit-sharing 
plan. Under such a program he will 


establish a pension plan with minimum * 


benefits, at almost subsistence level— 
but producing pensions large enough 
to give employees a feeling of security. 
He will then supplement the pension 
plan with profit-sharing. Thus the em- 
ployer keeps his fixed cost at a mini- 
mum and shares profits when they are 
earned. 


Provide for increase in future em- 
ployee contributions. During the war 
most new plans did not require 
employee contributions, though prior 


' thereto most plans did call for such 


contributions, and rather substantial 
ones. Since the war contributory plans 
are again becoming popular, but with 
personal income taxes high, employers 
are restrained from taking too large a 
contribution. As a hedge against exces- 
sive future costs, some employers are 
assuming in their plans that a larger 
share of the cost might be passed on 
to employees in the future, thus pre- 
paring the employee for such an even- 
tuality. 


Provide for reduction of benefits if 
Social Security benefits are increased. 
It is not uncommon to state in thé text 
of a pension plan that the benefits of 
the plan are a supplement to Social 
Security benefits and that if Social Se- 
curity benefits are increased, the bene- 
fits from the private plan may be 
decreased proportionately. 


Set up contingency reserves. Sound 
business accounting has taught the wis- 
dom of setting up reserve funds for 
future contingencies. Merely “staying 
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strong in surplus” may prove insuffi- 
cient, for, after al¥, what constitutes an 
adequate surplus? Those corporations 
that are truly concerned with staying 
financially sound in the future try to 


Buying Insurance 


T NO time in our history has the 
A cost of buildings, furniture, and 
fixtures mounted so rapidly as during 
the past four years. This makes it 
essential for you, the insurance buyer, 
to have an accurate record of present- 
day value of your company’s property 
so that you may be certain you are car- 
rying sufficient insurance to comply 
with the co-insurance clause incorpo- 
rated in your policies and to provide 
your company with adequate protection. 

An accurate analysis of your present 
insurance coverage and your true in- 
surance requirementg should be se- 
cured, based on careful study of all 
property values and all the different 
loss exposures to which the business is 
subject. The entire insurance program 
should be reviewed annually with an 
insurance man familiar with the over- 
all protection picture, so that any re- 
visions necessitated by changed condi- 
tions can. be made and the insurance 
coverage kept up-to-date. ; 

Concentrate the placing of insurance. 
This does not mean all insurance should 
be placed with one individual, though 
that is the best arrangement from the 
standpoint of your own protection. If 
insurance is allocated to several agents, 
one man should be held responsible for 
one complete phase of insurance, such 
as fire insurance, and another for casu- 
alty coverage. Insurance should be 
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foretell their needs scientifically and 
gear surplus to those needs. 

By C. Preston Dawson. The 
Journal of Commerce, June 16, 1947, 
p. 17:2. 


for Retail Stores 


purchased on a business-like basis. The 
same careful buying procedure devoted 
to the purchase of merchandise, equip- 
ment, materials, and supplies should be 
used in the buying of insurance protec- 
tion. Buy on facts, not on friendship. 
Detailed comparison of the advantages 
of stock company insurance coverage 
with those offered by mutual insurance 
companies will enable you to secure im- 
proved protection and increase the 
purchasing power of your insurance 
dollar. 

If your building and furniture and 
fixtures fire insurance is subject to the 
80 per cent co-insurance clause, the 
amount of insurance carried should be 
equal to 90 per cent of present-day 
value ; and if it is subject to the 90 per 
cent co-insurance clause, the insurance 
carried should be equal to 100 per cent 
of the value. This procedure will pro- 
vide a co-insurance safety factor of 
about 12 per cent and is well worth 
while in view of today’s rapidly increas- 
ing replacement cost. 

The extended coverage endorsement 
should be attached to all fire insurance 
policies. The protection it affords is 
broad ; the cost, relatively small. 

The average department store usu- 
ally has a substantial investment in pre- 
paid fire insurance premiums. This 
investment should be protected by the 
addition to the policies of the unearned 
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premium endorsement, the cost of 
which is negligible. This will insure 
against any prepaid premium loss 
caused by a claim. 

Because of the wide fluctuation of 
merchandise value, most mercantile in- 
stitutions cover stock under a monthly 
reporting form, but few report the 
values correctly. The cost of merchan- 
dise buying, including fees paid resident 
buying offices, the cost of inward freight 
and cartage, the cost of unpacking, tag- 
ging, and placing on racks or on shelves, 
should be added to the price paid for 
merchandise, as this represents its ac- 
tual cost to you. The sum of these 
items ranges from 3 per cent to 7% 
per cent of merchandise cost. Your 
liability for loss on consigned merchan- 
dise, and on merchandise in leased de- 
partments, should be carefully checked, 
and if necessary these values should be 
incorporated in your monthly reports. 

The receiving room should promptly 
report all merchandise received, 
whether it is to be added to stock im- 
mediately or warehoused for future sale. 

Merchandise in “will call” and “lay- 
away” departments should be reported 
on a retail basis and insurance policies 
endorsed to provide that loss payment 
on such merchandise will be made on 
this same basis. 

Carefully check the method used in 
compiling monthly reports of merchan- 
dise value, and be sure they are so com- 
puted that you will secure full reim- 
bursement in event of loss. 

Business: interruption insurance, 
when properly written, covers: 

a. Net profits of the business which are 

prevented by fire. 

b. Fixed charges and expenses which 
necessarily continue during the sus- 
pension of business, and which would 
have been earned had no fire occurred. 

c. Expenses which are necessarily in- 


curred for the purpose of reducing 
the loss under the policy. 
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This form of insurance will do just as 
much for the insured as the business 
itself would have done, had operations 
not been interrupted. : 

The amount of insurance carried 
should be checked against actual opera- 
tions at six-month intervals and any 
necessary adjustments made to elim- 
inate any co-insurance penalty in the 
event of partial loss. 

The comprehensive Dishonesty, Dis- 
appearance, and Destruction form, 
commonly known as the 3-D Bond, 
embodies in five insuring agreements, 
coverage provided by nine separate 
insurance policies. There are definite 
advantages in having all coverages in 
one insurance company: (1) In the 
event of a loss only one company need 
be notified. (2) If the cause of loss is 
uncertain, there is no question as to 
company responsible for payment, pro- 
vided, of course, the loss is covered 
under one of the insuring agreements. 

Insuring Agréement One provides 
protection against employee dishonesty. 
This may be written either on a Blanket 
Position Bond or Commercial Blanket 


Bond basis. 


Insuring Agreement Two covers 
money and securities while on the prem- 
ises. 

Insuring Agreement Three covers 
money and securities lost outside of the 
premises as well as loss of other prop- 
erty by robbery while being conveyed 
by messenger. 

Insuring Agreement Four covers 
loss of securities from a leased safety 
box. 

Insuring Agreement Five covers 
against loss by forgery or alteration of 
checks or drafts. It includes coverage 
on mechanically reproduced facsimile 


signatures, and does not exclude in- J 


struments drawn in lead pencil. The 
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bank against which checks are drawn 
is included as a joint insured. If de- 
sired, coverage on incoming checks may 
be included. This agreement may be 
endorsed to exclude forgery by an 
employee—a recommended procedure 
when a substantial amount of coverage 
is carried under insuring agreement 
one, as it reduces forgery insurance cost 
by 50 per cent. 





The 3-D Bond provides broad cov- 
erage and supersedes the old style 
burglary and robbery policies. The 
contract does not contain such require- 
ments as marks of forcible entry on 
safes, or proof of robbery, which are 
written into the old type of policy. 

From an address by James C. L. 
Ryan before the Detroit Controllers’ 
Group. 





Alien Insurance in the United States 


ESPITE economic turmoil in their homelands, alien and: alien-controlled fire 

insurance and casualty insurance companies continue to do a greater volume 
of business in the U. S. than ever before in history. As of the end of 1946, 64 
alien fire insurance and casualty insurance carriers, most of them British, were 
operating here. They collected $324,886,292 in premiums dur‘ng 1946, of which 
$3,929,030 was earmarked for remittance to foreign home offices; these premium 
writings represented an increase of 26.3 per cent over those of 1945. Such alien 
organizations controlled, in addition, 55 American fire insurance and casualty 
insurance corporations. In 1946 these alien-controlled carriers collected $200,540,250 
in premiums, and had available for dividends to their stockholders $6,484,000. These 
premium writings represented a 27.4 per cent increase over those of 1945. 

Under present conditions, however, a very large percentage of the funds that 
would have been remitted in the past to British insurance company home offices 
found its way into the coffers of The Reconstruction Finance Corporation, in 
accordance with the terms of a loan agreement negotiated between that agency and 


the British Government in 1941, 
—Journal of American Insurance 8/47 











AMA FALL INSURANCE CONFERENCE 


The Fall Conference of the Insurance Division of the 
American Management Association will be held on Tuesday and 


Wednesday, November 18 and 19, at The Hotel Drake, Chicago. 
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THE FoREMAN IN MANPOWER MANAGE- 
MENT. By Lillian M. Gilbreth and- Alice 
Rice Cook. McGraw-Hill Book Com- 
gh Inc., New York, 1947. 201 pages. 


Reviewed by C. F. Mugridge* 


Here is another book about the foreman, 
his place in the management hierarchy, and 
his relationship with employees. But this 
one is not ordinary. It is filled with sound 
advice; it has been succinctly and plainly 
written without sacrifice of inspirational 
punch; it is pleasingly philosophical, yet 
free from incomprehensible theory; it force- 
fully patterns leadership qualities essential 
in creating industrial harmony and efficiency. 

It is by no means a book for the exclu- 
sive use of foremen. For it places at the 
service of all management people refresh- 
ing material, new methods for developing 
leadership techniques, and subtle entreaties 
to eliminate procrastination in the develop- 
ment of lower management. 

The purpose of this book, as stated in 
the preface, is to place at the disposal of 
the foreman the know-how of human rela- 
tions, and to tie up the human factor with 
the other maintenance problems of his pro- 
duction job. Actually. however, it does 
much more than this. It gives both visibly 
and invisibly a sound warning to all man- 
agement people that their most important 
job is the establishment of satisfactory 
human relations. And it tactfully but pre- 
cisely describes leadership concepts in a 
manner inviting acceptance from even the 
hard-shelled skeptic. 

The volume will bring about no rapid 
reformation; nor can it be read profitably 
in one sitting; nor does it have the answers 
for psychopathically unfit management 
leaders; nor will it provide the solution to 
all labor problems. It will, however, greatly 
increase leadership acumen; and it can be 
well used as a pattern for improving or- 
ganization and leadership techniques. 

In discussing communication techniques, 
* the authors point out the need on the part 
of foremen—and it is safe to assume that 
this refers to all management people—for 
learning how to speak and enunciate dis- 
tinctly and forcefully. While most of us 


* Dodge & Mugridge, New York, N. Y. 
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are cognizant that much time is spent by 
industrial leaders with employees in per- 
sonal conversation and explanation, it is 
appalling to note how readily management 
will back away from public speaking train- 
ing. Apparently we still are satisfied that 
the art of selling and convincing by the 
spoken word is not a requisite for plant 
leadership. This chapter of the book, “Art 
of Communication,” is a gem and deserving 
of amplification by the authors. 


The authors pull no punches in stressing 
the directional responsibilities of line fore- 
men; and a good job has been accomplished 
in pointing out to foremen ways and means 
of utilizing staff departments. Particularly 
effective is the manner in which the book 
advises foremen to retain their supervisory 
responsibilities and to make sure that staff 
departments are supplying efficient service, 
and that personnel departments do not usurp 
their vital duties in human relations. 


Whether supervisors can correct the com- 
mon misconception that plants can be suc- 
cessfully managed by staff departments 
with line departments as mouthpieces is 
questionable. Possibly the authors had in 
mind a mild revolution of foremen or the 
hope that top management would read be- 
tween the lines and take action to correct 
our greatest management weakness. 

Particularly noteworthy, and deserving of 
study by top management, is the chap- 
ter entitled “Supervision and Leadership.” 
Here will be found a philosophy of atti- 
tudes for foremen regardless of their status 
in the organization. The authors have at- 
tempted in this chapter—and successfully— 
to inspire the different types of foremen— 
e.g., the foreman management regards as a 
messenger boy, the foreman whose role in 
management’s eyes is that of policeman, 
and the foreman who is a leader. They 
have also subtly depicted potential difficul- 
ties when top management persists in treat- 
ing its foremen as messenger boys or police- 
men. 

Let us hope the authors will continue their 
efforts in the solution of industry’s Number 
1 problem—the development of a virile, hard- 
hitting, able, and informed management 
group. And let us hope, too, that this book 
will be studied by many top _ industrial 
leaders as well as foremen. 
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TAXATION FOR Prosperity. By Randolph 
E. Paul. The Bobbs-Merrill Company, 
Indianapolis, 1947. 448 pages. $4.00. 


Reviewed by J. W. Oliver* 


Few men have had the experience of Ran- 
dolph Paul in the field of taxation. He has 
long been a member of the bar and has 
written extensively on the technical aspects 
of taxation, his writings being accepted as 
good texts for practitioners as well as tax 
students. 

This is, I believe, his first major attempt 
to address the layman with the object of 
molding public opinion, and I fear that his 
new endeavor will not withstand scrutiny to 
the same extent as his more technical writ- 
ings. This book is intended to present a 
history of federal taxation since the 1890's, 
with special emphasis upon the tax laws of 
the Roosevelt administration; and then, in 
the latter part, to deal with the problems 
of future tax policy and to suggest that 
taxation be employed effectively as an in- 
strument of social and economic control. 

As an historian, he presents his personal 
views. He quotes frequtntly, though briefly, 
from those who. have expressed opposing 
views throughout this period of history, but 
in so doing he does not invariably present 
the views of the opposition as objectively 
as would be expected of a true historian. 
Quotations from speeches, merely citing one 
or two biting paragraphs or sentences, fre- 
quently fail to place the opposition in proper 
light. I suspect that many of those of Mr. 
Paul’s age who have likewise given their 
life to the field of taxation—especially if 
they do not share Mr. Paul’s conviction 
about the praiseworthiness of the Roosevelt 
tax laws—can find grounds for criticizing 
Mr. Paul’s “historical” treatment, i.e., his 
failure to quote enough from the opposi- 
tion to show that there is reasonable ground 
for an honest difference of opinion. 

The reader will find difficulty in avoiding 
the implication in Mr. Paul’s presentation 
that, because Mr. Mellon advocated a low- 
ering of tax rates and the balancing of the 
budget, and that the lower tax rates brought 
about greater prosperity, Mr. Mellon was 
a despicable man. He accuses Mr. Mellon 
of responsibility for the nation’s having en- 
tered the “era of wonderful nonsense” which 
was followed by the world’s worst depres- 
sion. In fact, Mr. Coolidge himself comes 
in for some negative treatment for having 
kept Mr. Mellon as Secretary of the Trea- 
sury and having accepted his philosophies. 
* Comptroller-Secretary, The Linen Thread Co., 

Inc., New York,  # 
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Mr. Paul devotes some space to social 
security, “an umbrella for a rainy day.” 
He does stress the undeniable need for some 
form of social security, but as an historian 
he fails dismally to represent accurately 
those who were opposed to the particular 
type of social security legislation actually 
adopted. In his description of the attack on 
the constitutionality of the federal act, he 
avoids all mention of the fact that the At- 
torney General was compelled to admit the 
very feature of the federal act which had 
been pointed out by its opponents—namely, 
that it is an income tax on the individual 
and an excise tax on the employer. He 
fails to mention that the workers, in the 
belief that they are contributing to their 
own pension system, are actually paying 
income taxes over and above such other in- 
come taxes as they are required to pay, all 
of which goes into the general fund and is 
spent currently for the maintenance of gov- 
ernment. It is true that workers are prom- 
ised certain old age benefits at 65, but Mr. 
Paul does not point out in his book, intended 
to mold public opinion, that the ability to 
carry out this promise when workers become 
65 is entirely dependent upon tax resources 
available at that time. 

In his description of the Revenue Act of 
1942 as “the greatest tax bill in American 
history,” he discusses at length numerous in- 
cidents that led to its adoption, and ascribes 
to the opponents of this particular legislation 
sales taxes and other theories of taxes that 
did not meet his own test of a good tax law 
designed ‘to combat impending inflation. His 
reference, however, to the sales tax advocacy 
fails completely to show that sales taxes 
might not have been more effective in pre- 
venting inflation. Finally, his description of 
the acts that led to the Presidential veto of 
the 1943 Revenue Act and the overriding of 
the President’s veto is equally subjective and 
one-sided. 

In the second half of “Taxation for Pros- 
perity,” Mr. Paul tries—unsuccessfully in the 
reviewer's opinion—to build a case for hav- 
ing tax laws accomplish social and economic 
objectives over and above, or entirely dis- 
associated with, the raising of revenue to 
support government. First, Mr. Paul de- 
votes considerable space to the constitutional 
aspect. Admittedly, a tax law which strayed 
too far from the purpose of raising revenue, 
at least into forbidden fields, would have 
fallen under the old Supreme Court (mean- 
ing the Court in the early days of the Roose- 
velt administration. or prior), but he feels 
that a tax law with an objective other than 
revenue would not be frowned upon by the 
present “reconstituted” Court. To the stu- 
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dent of government uninitiated in legislative 
and political legerdemain, I am afraid Mr. 
Paul’s views and suggestions may cause 
some lifting of eyebrows. According to Mr. 
Paul, “legislative draftsmen have learned to 


pratense silence as to the ulterior motives 


yond tax territory, and the court has 
learned how to shut its eyes to things it does 
not care to see.” And further on, Mr. Paul 
states, “The inner lesson may be that the 
propriety of the motives which produced 
much current legislation is essentially a po- 
litical question into which the ju- 
diciary should hesitate to trespass.” 


Even the layman knows that the Supreme 


Court is reluctant to consider motives, and 
the legislative history, if the wording and 
sentence structure of the statute is free of 
ambiguity. However, I do not believe the 
legal profession is placed on a very high 
moral plane when one of its most widely 
recognized attorneys publicly advocates a 
technique of “‘question-begging” on the part 
of the courts, and suggests that the courts 
keep themselves blissfully ignorant of the 
facts of life. Would it not be a sad com- 
mentary if our Congressional leaders adopted 
a general policy of such legislative trickery? 

As for proof that taxation should be used 
for purposes other than revenue, Mr. Paul 
relies to no small extent on the fact that 
all taxes have an economic effect, and also 
on the fact that some taxes levied for pur- 
poses other than revenue have been justified 
to some extent. In this category are taxes 
on tobacco and liquors. Even though high 
liquor and tobacco taxes may have some 
retarding effect on consumption, we have 
never yet enacted such taxes at such high 
rates as to achieve a prohibition which, inci- 
dentally, would bring into the Treasury 
lesser aggregate amounts than have been 
achieved by high but not prohibitive rates. 
Thus far, these taxes (possibly the tax on 
oleomargarine as a protection to butter is an 
exception) have invariably brought in sub- 
stantial revenue, and I am of the impression 
that current high liquor taxes are producing 
more revenue than previous liquor taxes. 

The inference is clear that Mr. Paul’s 
objectives would be accomplished by taxes 
that would prevent any considerable accumu- 
lation of wealth, or any such level of sav- 
ings as that which the average taxpayer has 
hitherto been able to acquire during periods 
of prosperity. His arguments as to why 
this would prevent depressions are not very 
impressive, and he fails to outline in detail 
what objective, other than the prevention 
of accumulated savings, he would seek under 
the aegis of tax legislation. 
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CONSTRUCTIVE COLLECTIVE BARGAINING. By 
Edward T. Cheyfitz. McGraw-Hill Book 
Company, Inc. New York, 1947. 161 
pages. $2.00. 


Reviewed by J. K. Louden* 


Everyone interested in the problems of 
labor relations will find this book on collec- 
tive bargaining at the plant level thought- 
provoking and stimulating reading. 

Before discussing the book itself, let us 
look at the author. Edward T. Cheyfitz, 
before accepting his present assignment, 
worked his way up through the ranks of 
organized labor to a position as a major 
labor executive of a powerful CIO union. 
Prior to this and following his graduation 
from the University of Michigan, he made 
an intensive study of the labor movement 
at home and abroad. Therefore, he speaks 
with the authority gained from personal ex- 
perience and intimate knowledge of the 
problem. 

To evaluate the author’s thinking and 
proposals, we must first examine his per- 
sonal philosophy regarding labor-manage- 
ment relations and the premise upon which 
his thesis is built. He is a firm believer in 
democracy as we practice it in this country 
and in the system of private enterprise that 
has played a major role in making America 
great. Accordingly, it must be recognized, 
on the evidence at hand, that as a major 
labor spokesman he speaks for the minority 
of his fellows. Further, in his capacity as 
a top executive of his union, he placed his 
public utterances into practice at the plant 
level, which again makes him a spokesman 
for an even smaller group. 

This reviewer is delighted that Mr. Chey- 
fitz has chosen by means of this book to 
place his thinking and philosophy before a 
wider audience than would otherwise be pos- 
sible. No one from labor speaks with 
greater clarity or vision in seeking a solu- 
tion to our collective bargaining problems 
that will maintain our free economy. 

Perhaps the author’s philosophy in this 
whole matter is best summed up in his 
warning to management, labor and govern- 
ment in his final sentence: “Either we will 
make collective bargaining work or we will 
give way to the police state.” He does not 
believe collective bargaining has failed. On 
the contrary, he states that in our mass-pro- 
ducing industries it has not as yet genuinely 
been tried, and asserts that if we do not 
solve our problem the alternative is govern- 





* Production Manager, Armstrong Cork Company, 
Lancaster, Penna. 
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ment compulsion. The absence of compul- 
sion from collective bargaining does not 
mean that government has no role to play, 
but the author suggests that its role be one 
of a helpful neutral that does all it can to 
encourage labor and management to resolve 
their differences. 

Three words—‘“Production with Free- 
dom !”—embody the basic principles that the 
the author believes can bring harmonious 
and efficient patterns of democratic living 
to our factories. This fundamental objec- 
tive assumes that both labor and manage- 
ment will accept the principle of high pro- 
ductivity, and of joint development of the 
policies that will govern operations, with 
management sacrificing none of its rights 
to manage but administering the business 
in accordance with policies jointly and freely 
determined. 

To achieve democracy in the factory, the 
author believes that the acceptance of the 
principle of high productivity on the part 
of the union is a basic requirement, further- 
more, “That if the union is to remain a 
vehicle for freedom it will have to remove 
tyrannical practices of its own.” Accord- 
ingly, those who represent the union at 
plant level must have a real voice in arriv- 
ing at decisions that affect their destinies 
as union members and as workers. Freedom 
in the factory can flourish only with corre- 
sponding freedom in the union. 

Mr. Cheyfitz challenges management by 
stating, “It is management’s responsibility, 
if it desires healthy labor relationships, to 
remove completely from the industrial scene 
the destructive and negative force—fear. 
And in paricular, fear of union-busting.” 
He further states that management’s right 
to manage must now be interpreted in the 
light of the elimination of dictatorial dis- 
cipline and the substitution of democratic 
discipline. 

Once the author has established this thesis 
and given it his full meaning, he devotes the 
rest of the book to a compelling argument 
for what he calls “PMH”—or production 
per man-hour. 

Since productivity is the basis of our 
modern industrial society, he explains, man- 
agement will fight all attempts to undermine 
any part of the system of mass production 
just as labor will fight attempts to abrogate 
individual freedom. Labor must whole- 
heartedly accept this fact; unless it does 
there can be no hope for harmonious labor- 
management relations or for industrial self- 
government. 

If the unions accept the principle of mass 
production, they must have a constructive 
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attitude on management rights and product- 
ivity techniques. The author urges that 
labor not only recognize these rights but 


‘ understand and be in a position to play its 


role in helping develop them. Accordingly, 
he deplores such practices as production 
pegging and featherbedding as obstacles to 
labor-management understanding just ds he 
deplores the activities of “guerrilla” indus- 
trialists who use management’s rights as a 
smoke screen for restoring industrial dic- 
tatorship. 

The chapter on joint policy-making be- 
tween labor and management is well written 
and plausible. It assumes, of course, that 
both union leaders and managément have 
accepted the author’s definition of industrial 
democracy. Mr. Cheyfitz takes considerable 
pains to explain his concept of the difference 
between participation in policy-making and 
participation in management, which is 
deserving of thoughtful study. He also pro- 
vides examples of labor-management cooper- 
ation where what he terms “constructive 
collecting bargaining” matured into cooper- 
ative planning. 

Several chapters are devoted to an 
excellent discussion of motion and time 
study, job evaluation and wage incentives, 
what they are and how they should be used. 
The chapter on incentives is particularly 
well done, though the author’s handling of 
all three subjects gives evidence that he is 
in familiar territory and knows whereof he 
speaks. He becomes particularly eloquent 
in urging the development of individual 
initiative through incentives. It is here 
again that his thinking deviates so sharply 
from that of many of his contemporaries in 
the labor movement. It is his desire to 
strengthen our industrial democracy, and his 
recognition of the importance of individual 
initiative in gaining that end, which prompt 
him to lay such particular emphasis on this 
point, 

Mr. Cheyfitz’s conception of the govern- 
ment’s role in industrial relations is partic- 
ularly interesting. He states that in the 
last decade government’s industrial relations 
policies have consisted principally in sup- 
porting the right of workers to organize 
into unions of their own choosing, thus 
establishing worker freedom in industry 
while government must continue to demand 
the unconditional acceptance of the union 
by industry. He states that “it is a respon- 
sibility of government to promote labor’s 
acceptance of productivity just as it is gov- 
ernment’s responsibility to promote indus- 
try’s acceptance of the union.” 

He urges the establishment of a govern- 
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ment department for industry similar to the 
Department of Agriculture, which he 
believes has done an excellent job in its 


field. He points out that there is no single | 


overnment agency doing for industry the 
job the Department of Agriculture does for 
the farmer. 

“The problem of working yourself out of 
a job” received its share of the author’s 
attention. He urges that industry accept 
leadership on a national basis devoted to 
providing unlimited jobs so that there will 
not be a strong desire on the part of the 
worker to limit his output to prevent work- 
ing himself out of a job. He points out 
that the acceptance of productivity by work- 
ers depends to a large degree on the abun- 
dance of jobs available. 


Recognizing that many of his beliefs are 
rather revolutionary, he indicates a number 
of “straws in the wind,” such as _ the 
Toledo Labor-Management-Citizens Com- 
mittee (better known as the Toledo Plan for 
Industrial Peace) and several examples 
from industry where there has been success- 
ful development of his philosophy. 

In conclusion Mr. Cheyfitz emphasizes 
that we are no longer a nation of self- 
sufficient people but are dependent on each 





other for our comfort and material well- 
being. Accordingly, we must have industrial 
democracy, free collective bargaining, and 
productivity with freedom if we are to 
survive. 

The book contains two appendices, one 
giving the detailed story of the pamphlet 
distributed by the Union-Management Com- 
mittee on Incentives of the Dohler-Jarvis 
Corporation, the second giving the details of 
the charter of the Toledo Labor-Manage- 
ment-Citizens Committee. 

Unquestionably Mr. Cheyfitz has made a 
major contribution to labor-management 
relations. Since collective bargaining finds 
its real place at the plant level it is logical 
that he has devoted his efforts to discussing 
the subject at that level. One cannot but 
wish, however, that he would now turn his 
attention to the problems that prevent those 
directly involved in collective bargaining at 
the plant level from having that type of 
freedom which would permit their entering 
into such agreements as he recommends, thus 
providing the atmosphere and philosophy 
that would enable management and labor to 
ve his thesis of productivity with free- 
om. 

The book is “must” reading for anyone 
interested in this problem. 





[Please order books 


SECRETARIES WHO SUCCEED. By Esther R. Becker. Harper & Brothers, New 


York, 1947. 


121 pages. $2.00. Recommended reading for the secretary who conceives of 


her work as more than just a job, this well-written guide gives practical pointers on tact, 
discretion, efficiency, and initiative, which distinguish a capable and mature secretary from 


an unseasoned or mediocre one. 


Employers may wish to place this text in the hands of 


their own secretaries and of young office workers who have the necessary technical training 


but lack the all-important “secretarial sense.” 


MEETING THE SPECIAL PROBLEMS OF SMALL BUSINESS. Committee 


for Economic Development, New York, 1947. 59 pages. 


Single copies, gratis; additional 


copies, 25 cents each: Examines the problems of small business in the three major areas 
of management, financing and taxation, and competitive opportunity, and offers some con- 
structive suggestions for meeting those problems. 


THE COORDINATION OF MOTIVE, MEN, AND MONEY IN INDUSTRIAL 
RESEARCH: A Survey of Organization and Business Practices. Department of Organi- 


zation, Standard Oil Company of California, San Francisco, 1946. 64 pages. 


Gratis. 


Reports the findings of a survey on the working arrangements relating to technical research 


activities in 11 industrial research organizations. 


Describes the kinds of activity under- 


taken in these research units; discusses types of organization, provision of funds, control 
procedures, and approaches to evaluating results of research. 
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BIG BUSINESS IN A DEMOCRACY. By James Truslow Adams. Charles 
Scribner’s Sons, New York, 1946. 291 pages. $2.50. The story of American “big busi- 
ness” from its beginnings up to the present time. Mr. Adams analyzes the role of our 
great mass-producing industries in the economic and political world of today, discussing 
in some detail the operations of the large automobile companies as representative of 
ie big business whose peacetime as well as wartime activities have had world-wide 
influence. 


MANAGEMENT CONFERENCES: How to Run Them. By Waldo E. Fisher. 
Research Report No. 10, Industrial Research Department, Wharton School of Finance and 
Commerce, University of Pennsylvania, Philadelphia, 1947. 30 pages. 50 cents. Discusses 
the planning and conduct of organized business discussions, follow-up on the part of top 
management, and methods of evaluating results. 


HANDBOOK FOR DISCUSSION LEADERS: 4 Practical Manual of Confer- 
ence Techniques. By J. Jeffery Auer and Henry Lee Ewbank. Harper & Brothers, New 
York, 1947. 118 pages. $1.75. Sets forth a step-by-step procedure for planning, organiz- 
ing, and leading private and public discussions. Though this guide is general in scope, 
it can be effectively applied to a variety of business situations. 


LET’S BE HUMAN: Seven Steps to Increase Your Ability to Handle People. By 
John L. Beckley. Drawings by R. Roberts Baldwin. Duell, Sloan and Pearce, New York, 
1947. 122 pages. $2.00. More than 100 cartoons, with running text, to help the super- 
visor improve his human relations job. 


MANAGEMENT ALIGNMENT: A Program of Action for Effecting Management 
Unity Through Application of Fundamental Principles. By E. E. Moore, Vice President, 
Carnegie-Illinois Steel Corporation, Pittsburgh, Pa. 38 pages. (Available from the 
author.) Describes the application in a typical plant of a program for effective organiza- 
tion to coordinate the functions of management at all levels, and particularly to strengthen 
the operating supervisor’s or foreman’s role in management. Originally presented at the 
NAM Institute on Industrial Relations, French Lick, Indiana, 1946. 


PROCEEDINGS OF THE FIRST ANNUAL TRAINING CONFERENCE OF 
EDUCATIONAL DIRECTORS IN INDUSTRY AND COMMERCE. Canadian Indus- 
trial Training Association, Montreal, Quebec, 1947. 161 pages. $1.50. Available from 
the Secretary of the Association, Room 201, 132 James St. West, Montreal, Que. Topics 
include: the scope of industrial training; what management wants from the training 
director; training and testing techniques; selection and training of potential supervisors ; 
merit rating and the training director; economics training for employees; and new devel- 
opments in visual aids. 


THE WORK, TRAINING AND STATUS OF SUPERVISORS AS REPORTED 
BY SUPERVISORS IN INDUSTRY. By Bruce V. Moore, J. Ewing Kennedy, and 
George F. Castore. Department of Psychology and Management Training Service, The 
Pennsylvania State College, State College, Pa, 1946. The results of a survey of 873 
supervisors in industries throughout Pennsylvania to determine the nature of the super- 
visor’s work and training, his attitudes toward management and those whom he supervises, 
his training needs, and other factors reflecting the supervisor’s concept of his job in 
management. 


60 YEARS WITH MEN AND MACHINES. By Fred H. Colvin, in collaboration 
with D. J. Duffin. Whittlesey House, New York, 1947. 297 pages. $3.50. An absorbing 
account of the world of invention, machinery, and production from 1884 to the present 
day. The author, who has written more than 40 technical books to date, and who served 
for 30 years as an editor of American Machmist, relates many engrossing stories about 
the development of our modern machines and machine tools, and about the great inventors, 
scientists, engineers, and industrialists with whom he has been intimately associated. 


THE REDISCOVERY OF MORALS. By Henry C. Link. E. P. Dutton & Com- 
pany, Inc., New York, 1947. 223 pages. $2.50. Dr. Link surveys the present political, 
economic, and social scene and advances his program for the resolution of today’s race 


and class conflicts. a 
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_ TRADE DISCOUNT PRACTICES. Report No. 558, The Dartnell Corporation, 
Chicago, 1947. 53 pages, plus tables and illustrations; loose-leaf. $7.50. Based upon 
replies to 126 questionnaires sent to manufacturers and wholesalers in a diversity of 
lines, this report provides up-to-date information on prevailing trade discount policies, which 
in many instances have been recently revised. Many types of discounts are covered, includ- 
ing cash discounts, quantity discounts, special service discounts, freight allowances, discounts 
to special consumer groups. Actual examples of new discount methods designed to comply 
with the Robinson-Patman Act, field comments on the classification of customers, examples 
of cooperative advertising arrangements in use, and experiences of a number of companies 
with fair trade regulation are also cited. 


_ USING FILMS IN SALES PROGRAMS. Report No. 556, The Dartnell Corpora- 
tion, Chicago, 1947. 30 pages, plus illustrations; loose-leaf. $7.50. A group of films which 
have done outstanding jobs of solving specific problems for individual companies are 
reviewed here and, in many cases, illustrated. The study reports prevailing company prac- 
tices and experiences in the use of motion pictures and slide films for sales and employee 
training, dealer promotion, and public relations. It also features a comprehensive listing 
of available films and a directory of dealers selling and servicing film equipment. 


THE SECURITIES BUSINESS COMES OF AGE. By Elizabeth Frazer. Library 
Associates, Leonia, N. J., 1947. 58 pages. $1.00. Contrasting conditions in the securities 
business during the speculative craze of the late ’20s with those which prevail today, the 
author traces the development and operations of the National Association of Securities 
Dealers, a non-profit membership organization whose objective is to surround the securities 
business with safeguards against unethical practices and to lift the standards of the busi- 
ness through restraint and discipline applied from within by members themselves. 


HOW TO BUY INSURANCE. By Philip Gordis. W. W. Norton & Co., Inc, 
New York, 1947. 352 pages. $4.00. This non-technical consumers’ guide to insurance 
buying shows how to get better coverage for less money. The main sections of the book 
cover personal property, automobile, home owner’s, life, GI life, and accident and health 
insurance. Names the various companies that, in the author’s opinion, sell the best policies 
for specific purposes. 


STREAMLINING OFFICE METHODS. By Homer Smith. Terminal Island Naval 
Shipyard, San Pedro, Calif., 1947. 26 pages. Illustrated by the author. Contents include: 
Introduction to Office Work Simplification; The Work Distribution Analysis; The Work 
Simplification Formula; The Procedure Analysis; The Office Layout Analysis; The 
Operation Analysis; Putting the New Method into Operatior. 


STRATEGY IN SELLING. By J. C. Aspley. The Dartnell Corporation, Chicago, 
1946. Seven volumes, boxed. $6.00. A series of helpful sales manuals summarizing the 
methods employed by successful salesmen under today’s conditions. The first six volumes 
are devoted to: (1) Planning the Sale; (2) Getting Better Interviews; (3) Making the 
Presentation; (4) Disposing of Objections; (5) Closing the Sale; (6) Managing Your 
Time. The concluding volume deals with strategy as it applies to the salesman’s personal 
advancement. 


PROCEEDINGS OF THE CONFERENCE FOR EXECUTIVES ON PENSION 
AND PROFIT-SHARING PLANS. The Chamber of Commerce of the United States, 
Washington 6, D. C., 1947. 72 pages. Addresses and discussions covering: the need for 
a retirement plan; organization benefits from deferred compensation; pension plans as cre- 
ators of loyalty; governmetal attitude toward retirement plans; building and financing of a 
retirement plan; profit-sharing plans with retirement features; steps essential to establish- 
ment and operation of a plan. 


THE INDEX OF TRAINING FILMS: A Guide to Motion Pictures and Slidefilms 
Available for Industrial Training Use. Second Edition. Prepared by the Editors of 
Business Screen. Eastman Kodak Company, Rochester 4, N. Y., 1947. 128 pages. Gratis. 
The second edition of this index lists more than 2,000 selected and currently available 16 
mm. sound and silent motion pictures and 35 mm. sound and silent slidefilms. Films are 
indexed by industry classifications. Each is concisely reviewed, with information on the 
running time, source from which it may be borrowed or purct ased, price, and other perti- 
nent data. In addition to films for training and indoctrination purposes in many fields, 
films on such subjects as human relations in industry, production methods, and time and 
motion study are included. 
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PUBLICATIONS RECEIVED 
[Please order directly from publishers] 


Fittinc YouRSELF For Business. By Eliza- 
beth G. MacGibbon. McGraw-Hill Book 
Company, Inc., New York, 1947. 456 
pages. $2.50 

CENTRAL PLANNING AND CONTROL IN WAR 
AND Peace. By Oliver Franks. Harvard 
University Press, Cambridge, Mass., 1947. 
61 pages. 75 cents. 


Bustness MANAGEMENT AND ECONOMIC 
ANALYSIS. Economic Research Depart- 
ment, Chamber of Commerce of the 
United States, Washington 6, D. C., 1947. 
17 pages. 20 cents. 


Cueck List or IMpoRTANT Topics For AN- 
NUAL Reports. Ebasco Services, Inc., 2 
Rector St., New York 6, N. Y. 88 pages. 
Gratis. 


A PATreRN FoR INDUSTRIAL Peace. (Pro- 
ceedings of a conference held May, 1946.) 
By George W. Taylor and A. M. Paxson. 
The Economic and Business Foundation, 
New Wilmington, Pa., 1947. 21 pages. 
75 cents. 


WHOLESALE Prices, 1945. Bulletin No. 877, 
Bureau of Labor Statistics, U. S. Depart- 
ment of Labor, 1947. Available from 
Superintendent of Documents, U. S. 
Government Printing Office, Washington 
25, D. C. 121 pages. 25 cents. 


EXPERIMENTAL CASTING Prastics. By T. A. 
Dickinson. Plastics Research Co., P. O. 
Box 346, Alhambra, Calif., 1947. 30 
pages. $2.00. 


Work-Time Distripution: Time Study 
Analysis of Performance Differences. By 
M. Wiberg. McClure, Hadden & Ortman, 
Inc., 75 E. Wacker Drive, Chicago, 1, IIl., 
1947. 30 pages. 


Cost AccounTING: Fundamentals and Pro- 
cedures. By C. L. Van Sickle. Harper & 
Brothers, New York, 1947. Second edi- 
tion (revised). 889 pages. $7.50. 


Your CAREER IN ADVERTISING. By Don 
Rivers. E. P. Dutton & Co., Inc., New 
York, 1947. 223 pages. $3.00. 


THE PoxrrtcAL PROBLEM OF INDUSTRIAL 
CivitizaTion. By Elton Mayo. Division 
of Research, Graduate School of Business 
Administration, Harvard University, Cam- 
bridge, Mass., 1947. 26 pages. 50 cents. 


INDusTRY-We COLLECTIVE BARGAINING AND 
THE Pusiic INTEREST. By J. V. Van 
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Sickle. American Enterprise Association, 
Inc., 4 East 41st St., New York 17, N. Y., 
1947. 20 pages. 50 cents. 


DEPRECIATION PoLtcy AND THE POSTWAR 
Price Lever. Machinery and Allied Prod- 
ucts Institute, 120 South La Salle St., 
Chicago 3, Ill. 22 pages. 25 cents. 


CREDIT AND COLLECTION MANAGEMENT. By 
W. J. Shultz. Prentice-Hall, Inc, New 
York, 1947. 814 pages. $6.35. 


THE GUARANTEED ANNUAL WAGE: An An- 
notated Bibliography of Source Material. 
By J. C. Vradenburg. Stanford Univer- 
sity Press, Stanford University, Calif., 
1947. 18 pages. $1.50. 


1947 Time Saver: A National Underwriter 
Publication for Accident and Health In- 
surance. The National Underwriter Co., 
420 East 4th St., Cincinnati 2, Ohio, 1947. 
1,009 pages. $5.00. 


PREPARING AN EMPLOYEE HANDBOOK. In- 
stitute of Personnel Management, 70 Old 
Broad St., London, E.C.2, England, 1947. 
36 pages. 2s. 6d. 


MEN AND Votts at War: The Story of 
General Electric in World War II. By 
J. A. Miller. Whittlesey House, New 
York, 1947. 272 pages. $3.75. 


MATHEMATICS OF ACCOUNTING. By A. B. 
Curtis and J. H. Cooper. Prentice-Hall, 
Inc., New York, 1947. Third edition (re- 
vised). 550 pages. $6.00. 


THE ForeMAn’s Guipe. By R. B. Hovey. 
Sir Isaac Pitman & Sons, Ltd., 1946. Sec- 
ond edition. 65 pages. 4/6 net. 


WorKMEN’s COMPENSATION INSURANCE. By 
F. Lang. Richard D. Irwin, Inc., Chicago, 
1947. 239 pages. $4.00. 


THE Economics or MintmMumM WaAcE LEcIs- 
LATION. Economic Research Department, 
U. S. Chamber of Commerce, Washington 
6, D. C., June, 1947. 42 pages. 50 cents. 


TRAINING FOR THE OFFice Typist—College 
Course. (A Series of Integrated Typing 
Jobs Identical with Part IV of Typewrit- 
ing Technique—College Course.) By H.- 
H. Smith. The Gregg Publishing Com- 
pany, New York, 1947. 154 pages. 60 
cents. 


MANAGEMENT AND PERSONNEL ForuM—1947. 
(Proceedings of Mid-Year Conference of 
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Store Management and Personnel Groups. ) 
Store Management and Personnel Groups, 
National Retail Dry Goods Association, 
100 West 31 St., New York 1, N. Y., 1947. 
263 pages. $10.00 ($5.00 to NRDGA 
Members). 


A Survey or STOCKHOLDER RELATIONS Ac- 
tivities. Available from Trusts and 
Estates, 50 East 42 St., New York. 36 
pages. Gratis. 


Tue INcImDENCE OF NEuROsIS AMONG Fac- 
TORY Workers. By Russell Fraser e¢ al. 
Report No. 90, Industrial Health Research 
Board, Medical Research Council. H.M. 
Stationery Office, York House, Kingsway, 
Lane. W.C.2, England, 1947. 66 pages. 
2; aa. 


CuRRENT .COMPENSATION ProsBLEMS.  Con- 
trollers Institute of America, 1 East 42 
St., New York 17, N. Y. 42 pages. $1.00. 


PROBLEMS IN HANDLING GRIEVANCES. B 
M. H. Jacob et al. The Economic ang 
Business Foundation, New Wilmingto 
Penna., April, 1946. 312 pages. 


Jos Ratinc. (Address at NEMA Job Ra 
ing Conference.) Industrial Relations De 
partment, National Electrical Manufae 


turers Association, 155 East 44 St. New 


York 17, N. Y., 1947. 23 pages. $1.00. 


Report II or THE ILO Iron AND STEEL Com 
MITTEE—Regularisation of Production an¢ 


Employment at a High Level. Inte 


tional Labour Office, 3450 Drummond St, 


Montreal 25, Canada, 1947. 73 pages. 


Report III or tHe ILO Iron anp Streep 


CoMMITTEE—Minimum Income Security 


Annual and Other Wage Systems Designed 


to Provide Assured Earnings. Interna 


tional Labour Office, 3450 Drummond St, 


Montreal 25, Canada, 1947. 96 pages. 


Report II or THE ILO METAL Traves Come 


75 cents 


the 
be 
bu 
re 


MITTEE—Regularisation of Production an¢ 
Employment at a High Level: The Auto: 
mobile Industry. International Labour Of- 
fice, 3450 Drummond St., Montreal 2 
Canada, 1947. 74 pages. 


Tue TuHeory or Price. By G. J. Stigler. 
The Macmillan Company, New York, 1947. 
(An augmented version of The Theory of 
Competitive Price, 1942.) 340 pages. $4.00. 


“See for Yourself’’ Tours — 


AS part of a continuing program to bring the meaning of American industry 
home to the community, ATF Incorporated, Elizabeth, N. J., will shortly 
begin a series of guided tours through its plants and those of its associate 
companies. 

Leaders in each locality—the clergy, city and county officials, school princi- 
pals and teachers, women’s groups and service club members—as well as students, 
members of professional organizations, company stockholders and employees’ 
families, will be invited to inspect the plants. 

From experience gained in pilot tours, an effective technique has been estab- 
lished by ATF for telling industry’s story and making it stick. Highlights of 
the program include assembly of guests—about 30 persons per tour—in the plant 
conference room, where management representatives talk briefly on the purpose 
of the visit, outline company history, and explain the organization of ATF Incor- 
porated and its family of associated firms. There follows a chart-talk, spelling 
out in detail the financial setup of the operation, with a breakdown of how the 
company dollar is spent, and a discussion of the problems of materials and 
expenses. 

For inspection of the plant itself, visitors are divided into groups of five to 
seven persons, each with a thoroughly trained escort. Cards bearing descriptions 
of individual equipment and its cost are placed on various key machines through- 
out the plant, to dramatize the tremendous amount of capital needed by a company 
to run a modern factory. Souvenirs of the trip—samples of work in production, 
if possible—are distributed to the visitors. 

All told, the plant tour is planned to take about one and one-half hours, 
with the visitors reassembling in the conference room either for a seated luncheon, 
in the case of a morning tour, or light refreshments, if the tour is scheduled 
for afternoon. Top executives then present a brief review of the day, and the 
visitors are given an opportunity, in open discussion, to ask any questions they wish. 
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